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The termination of the calendar year 
1946 found China in the grips of a violent 
inflation, a creeping pernicious ailment, the 
seeds for which were laid long ago, during 
the weary period of sweat and tears. It 
matters little whether one succeeds in clearly 
defining the meaning of ‘inflation’ in semi- 
scientific terms, or whether one is satisfied 
with a popular explanation. Of much more 
importance is it to investigate cause and 
effect and to attempt finding remedial mea- 
sures for the extermination of the octopus 
which threatens to strangle the entire 
national subsistence. 


The economist probably will briefly 
stigmatize the notion of ‘inflation’ as mean- 
ing that an increase in the number of claims 
to a given quantity of wealth must reduce 
the amount which on settlement each claim- 
ant ‘will receive; that, the larger the number 
of units, the less each unit will be worth. 
The man in the street will seek a more 
popular definition, by calling ‘inflation’ a 
movement characterized by the presence of 
more circulating money than goods available 
for purchase. 


Factual Evidence 


Let the figures speak for themselves, 
figures which were compiled by the Research 
Division of the Bureau of Social Affairs of 
the Municipality of Shanghai and other 
sources. Taking the pre-war term 1936 as 
basis and calling it 100, we have on record 
the following statement of commodity prices 
as quoted at Shanghai, respectively their 
growth: 


1945 Increase 
‘October xiic-scsecestsussscacescses 440 times 
November % 


December 
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Inflation in China 


Wholesale Commodity Index at Shanghai by Groups: 


As compiled by the Central Bank 


of China’s Research Dept., taking the first 


six months of 1937 (before the outbreak of the Sino-Japanese hostilities) as basic 100: 


1946 General Food 


Index 
Jany 92,842 84,696 114,613 


Feby 175,604 162,274 178,579 848,580 232,738 
March 255,994 247,564 187,247 1049,247 345,292 


April 258,237 261,618 175,044 
May 380,725 397,700 197,110 
June 372,375 388,373 196,145 
July 407,182 428,580 201,168 


Aug 482,489 501,075 267,044 856,580 341,077 
Sept. 509,156 530,850 280,000 900,560 342,531 
Oct. 536,300 540,488 370,408 994,076 397,545 


Textiles Fuel 


Metals Construction Miscellaneous 


Material 
475,111 104,912 61,257 72,788 
127,082. 138,961 
183,329 159,377 
780,116 196,354 197,611 153,182 
700,698 208,530 465,510 153,600 
707,400 190,539 420,500 146,311 
719,650 242,836 432,170 160,472 
615,133 209,767 
520,588 225,345 
614,143 255,859 


Cost of Living for Workers at Shanghai. 


Let us once more accept 1936 as 


100, when recording the cost of living for 


workmen at Shanghai during recent months, as compiled by the Research Dept. of 


the Shanghai Municipality : 


1946 July August September October 

Food 490,877 488,542 543,708 564,913 
Housing 336,924 355,876 357,032 363,733 
Clothing 600,508 619,461 735,136 1,022,807 
Sundries 351,268 364,724 395,922 404,380 
General Index 449,420 453,674 496,739 521,855 


It is remarkable and significant how 
the course of four brief months, especially 


much cost of living has risen at Shanghai in 


that for clothing. 


Price Advance of Important Goods at Shanghai. 


Our picture would be incomplete without the citation of certain classes of 
merchandize, as quoted here in August 1937, compared with end of October 1946: 


Aug. 1937 Aug. 


24, 1946. Sept. 25, 1946 Octob. 25, 1946 


Rice $ 10.50 $ 58,000 $ 60,000 $ 60,000 
Wheat flour......... 3.83 14,000 14,500 15,000 
Bean oil....... 20.57 81,500 95,000 110,000 
Sugar 23.65 200,000 160,000 160,000 
Raw silk 710.00 3,500,000 3,950,000 3,800,000 
Coal 16.25 470,000 800,000 1,080,000 
Ruby Queen Cig. 3.00 14,200 11,200 14,500 
Matches...........0+. 66.54 600,000 590,000 580,000 
moapwk,. Bijsscceess 6.60 47,500 47,500 47,000 
Cot. Yarn, 20’s.... 295.00 1,700,000 1,845,000 2,310,000 
Newsprint............ 4.00 27,000 25,000 ,000 


In reviewing the foregoing alarming 
facts one ought to bear in mind that all the 
commodities, with the exception of the last 
one, newsprint, are of Chinese origin and 
not imported. This revelation has a deeper 
meaning, for here we have a clear proof that 
the spiralling of prices is not due to the 
high cost of production abroad, to excessive 
exporters and importers profit or to ship- 
ping charges from abroad. These stupendous 
rises have been created within China, a 
point which divulges the seriousness of the 


inflationary direction which we have to face. 


Consider such an important commodity 
as coal, almost all of which is mined in 
China. Prices of end of October 1946, com- 
pared with these prevailing at Shanghai in 
August 1937, have risen about 70,000 times. 


From a tabulation published by the Ta 
Kung Pao it becomes evident that, while 
the prevalence of the inflation hits the 
salaried classes most severely, a special 
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group, college teachers, is particularly suffer- 
ing trom current conditions. A table pub- 
lished by the said journal on August 30, 
1946 shows that whereas the monthly in- 
come of a Chinese college professor was $350 
during the first half-year of 1937 (basis for 
living index being accepted as 100), his 
monthly emolument during the first semester 
1946, when his salary aggregated $141,600 
and when the cost of living index had reach- 
ed 514,200, was only $27.30 a month. 


These few examples are meant to illus- 
trate and prove the severity of the inflation 
holding present-day China firmly in its grip. 


War Losses 


Before attempting a closer investigation 
let us dwell briefly upon the fundamental 
causes of the factors which brought about 
China’s acute inflation. First and foremost 
it was the war; eight long years of tortuous 
struggles in face of unbelievable odds. That 
China withstood the onslaught and success- 
fully resisted against distinct unequal 
chances is a factor which lends hope to her 
overcoming her present struggles to shake 
off the handcuffs which to-day are tying 
her down. 


During those eight years the largest, 
and certainly the richest, portion of Chinese 
territory was’ occupied by a ruthless enemy, 
whose henchmen collected all the revenues, 
using these for either their own war finance, 
or else permitting huge sums to corrupt 
puppet officials. The legal Chinese Govern- 
ment, whose temporary refuge was Chung- 
king, had to maintain a huge army, without 
finding adequate revenues to do so. There- 
fore the authorities had to have recourse to 
the printing press. 


The frightful carnage which China had 
to suffer during those eight long years were 
tantamount to a destruction of untold and 
unestimable values in human lives and works 
of human*labour. No monetary indemnity 
can ever make good what China has irre- 
trivably lost during her war of resistance. 
Not only have numerous villages and towns 
been bombarded and wiped out with all 
their contents, but even road beds and rail- 
way embankments were so heavily damaged 
that they could not be used for a lengthy 
period even after peace was proclaimed. 


Certain districts of China, after due 
consideration by the Chinese high command, 
were laid bare upon the advance of Japan- 
ese forces. While such steps were terribly 
hard upon the population, they were deem- 
ed essential. The ‘scorched earth policy’ 
made formerly rich provinces (as, for 
instance, Hunan) impoverished and starving 
for years after the. event. 


Shanghai’s property losses, though 
huge, were insignificant when compared with 
the ravages endured by the interior of the 
country. The Secretariat of the local 
Municipal Government compiled evidential 
figures pertaining to property losses. Accord- 
ing to the Ta Kung Pao of 18th October, 
1946 the total losses of municipal offices and 
schools aggregated CNC$8,726,248,000. The 
property losses of civilians in Shanghai are 
estimated at CNC$896,136,662,000, plus 
US$4,492,600 and HK$47,600. The Chapei 
Water and Power Co. suffered losses 
amounting to CNC$329,886,888,000. 


The Shang Pao of 9th November, 1946 
indicates Shanghai’s war losses, public and 
private, at the collosal sum of CNC$904,- 
862,911,000. 


Under prevailing conditions, high prices 
for raw material and excessive cost of labour, 


it would cost more to repair China’s roads 
and railway beds than what the original cost 
of first constructions amounted to. 


If one considers these facts and adds 
many other derogatory factors, it will be- 
come obvious that the situation could not 
have been prevented. We shall revert to 
the problem of China’s unbalanced budget; 
but let us, for the completion of the picture 
briefly refer to the huge budgetary deficit 
which came in the wake of China’s chronic 
ailment. Not only did the expenditure of 
the courttry during the war vastly exceed the 
global revenues, but this is even nowadays 
the case with scarcely any symptoms of 
betterment, except prevalence of goodwill. 


As in the case of a long and cruel war, 
forced upon China, she is now battling 
rabid inflation with all her strength and 
vitality. Let-us search for factors which 
promise to be helpful in her struggle and 
let us take account of unfavourable factors 
endangering the full recovery of a stricken 
down patient. 


Government Attempts to Regulate Foreign 
Trade 


The control of currency and concurrent- 
ly the mitigation of the inflation compelled 
the Chinese Government to initiate rules 
meant to revive China’s foreign commerce 
within such peripheral lines which would 
effectively prevent the melting away of 
Chinese assets held abroad. The object of 
exchange control was to keep imports within 
reasonable bounds and to further exports. 
Both these directives were closely connected 
with the furthering of industrial enterprises 
within China. 


A start was made when the Govern- 
ment, on March 4, 1946 published detailed 
regulations by which the country’s inter- 
national trade was to be guided. Simul- 
taneously the value of the Chinese dollar 
was officially fixed at CNC$2,020 for 1 US$. 
Merchandize imported was divided into three 
categories: (a) goods for which a license 
from the Customs had first to be obtained; 
(b) unrestricted imports; (c) prohibited 
imports. 


The demand for foreign mérchandise, 
mostly consumers goods, was very brisk. 
Partly this was due to real demand, as for 
instance raw cotton, but in part hoarding 
and speculative tendencies were responsible 
for the heavy influx of commodities from 
foreign countries. This rush would not have 


been harmful, provided it could promptly 
have been counterbalanced by commensurate 
totals of exports from China. But here 
traders were sadly disappointed, for exports 
remained small in volume and quite out of 
proportion to the value of imports from 
abroad. 


In reviewing the totals of Shanghai’s 
exports for the first seven months of 1946 
we find that these represented merely 13.26 
per cent. of Shanghai’s imports. What this 
discrepancy signifies can best be gleaned 
from the fact that for the pre-war year 1937 
the ratio of exports was 88.70 per cent. 
compared with imports into Shanghai. And 
the picture presented by all China in 1937 
was almost analogous. Expressed in inflat- 
ed currency figures the difference between 
Shanghai’s import and export values during 
the months of January — July, 1946 was 
CNC$382,760,000,000. 


Everybody clearly saw the writing on 
the wall and recognized the serious dangers 
threatening China’s economy. Exporters 
and industrialists clamoured for the upping 
of what they loudly termed an ‘‘unrealistic’”’ 
tate of exchange. Upon being adequately 
raised the new ratio would prove the saviour 
of manufacturers and exporters. 


Acceding to the entreaties of these 
commercial bodies the Chinese Government, 
on August 19, 1946 proclaimed a new official 
exchange rate for the U.S. dollar, namely 
CNC$3,350 for 1 US$. This meant an ap- 
preciation of American money in China to 
the extent of 65%, or a depreciation of 
Chinese currency by about 40%. 


However, it was soon shown and re- 
cognized that the newly adopted palliative 
had no effects at all. The possibility of 
increasing exports was not augmented by 
the newly inaugurated measures, because 
almost immediately prices rose not merely to 
the extent of the increase in the new ex- 
change rate, but often exceeding the rise. 
In other words, it was quickly discernible 
that the only effect brought about by the 
change was a heavy increase in the cost of 
living. This movement naturally had the 
effect of causing new demands from labour 
circles, ending in still higher cost of indus- 
trial production. Foreign financial circles 
soon pointed out the inadequacy of the new 
measure, mentioning especially that, since 
commodity prices had risen since 1937 to 
over 4,000 times, the newly decreed ex- 
change rate was raised only one thousand 
times. 


The failure of the new measure, if considered from the balance of imports over 
exports, is clearly illustrated by the following figures pertaining to Shanghai’s foreign 


tarde :— ; 
September, 1946 January-September, 1946 

Imports fee. ccsncorcs CNC. $ 222,606,170,000 CNC. $ 781,855,461,000 
UNRRA Imports........ 66,260,059,000 232,295,792,000 
Exports:2etesets.----22--=-04 53,520, 163,000 161,763,948,000 
Excess of Imports 169,086,007,000 620,09 1,513,000 
235,346, 126,000 852,387,306,000 


” ” 


In order to show that large amounts of 
China’s rapidly dwindling foreign exchange 
was used for articles which must be styled 
semi-luxuries, the fact is recorded here that 
during the first eight months of 1946 tobacco 
and cigarettes from abroad entered the port 
of Shanghai for a total sum of CNC$12,275,- 
404,000, while during the same period wines 
and other drinks were landed at Shanghai 
at a c.i.f. cost of CNC$6,069,757,000. 


Simultaneously with the fixing of a 
new exchange rate on August 19, 1946, the 
authorities adopted a wise and helpful mea- 
sure by abolishing the hitherto existing 
export duties on Chinese commodities sent 


ES ES ET 


abroad. Yet, in practice this measure had 
no visible effects, being brushed aside as a 
favourable step by the many other obstacles 
already mentioned here. 


In order to reach a road to betterment 
the authorities, on November 18, 1946, 
proclaimed new trade contro] measures, aim- 
ing at a reduction of non-essential foreign 
goods coming to China. Strict measures 
were adopted, culminating in express per- 
mission being first granted for hitherto 
permissible imports, while certain unneces- 
sary goods were excluded from being 
imported into China; even if no exchange 
was demanded from the Central Bank of 
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China. Undoubtedly the new: arrangement 
will reduce imports considerably; but whe- 
ther or not it can further exports is still 
problematical. 


Originally a foreign currency fund of 
US$500,000,000 was set aside as reserve for 
import excesses. It is estimated that, within 
seven months, about US$300,000,000 was 
used up for financing foreign shipments of 
merchandize -to China through the inter- 
mediary of authorized banks only. Besides 
this medium many importers financed them- 
selves by buying free remittances to either 
New York or London in the open market, 
i.e. from private sources. 


The largest item which China imported 
in 1946 is raw cotton. The quantities which 
arrived in the usual way were augmented by 
supplies provided by UNRRA. When the 
authorities saw that the influx of cotton 
would not stop automatically, they decided 
to cease supplying foreign exchange for the 


purpose. 
China’s Labour Problem 


While admitting that the authorities 
have made strenuous endeavours to control 
the labour problem of present-day China, 
such attempts have so far proved unsuccess- 
ful. As indubitably the labour question is 
closely tied to the subject of inflation, it is 
deemed essential briefly to discuss its out- 
standing features here. 


First of all it must be emphazised that, 
before the last war labour was a step-child 
in China’s economy. Workers were under- 
paid and underfed; they were badly housed 
and practically no social institutions existed 
which were meant to aid labourers or their 
dependants when ill or in trouble. 


Since the end of the war China in 
general, and Shanghai in particular, was 
harrassed by numerous labour strikes which 
were bound to paralyze the infant industries 
of the country. Unquestionably labour 
troubles found their origin in the ever- 
mounting cost of living in China, While 
commensurate increases in the income of 
workers are fully justified, it is a fact that 
in most cases the demands made or actually 
obtained by workers far exceed the rise in 
the cost of living; especially if measured by 
the efficiency and the results achieved by 
the average Chinese workman. The per- 
sistance in demanding unduly costly terms 
from employers is the more remarkable, 
because Chinese labour is not yet well- 
organized, has no reserves which could re- 
place strike funds, and because the present- 
day critical industrial situation in Shanghai 
has caused one-third of Shanghai’s total 
population (if shop-assistants, workmen and 
their dependants are taken into account) to 
be jobless by the close of November, 1946. 


It is a common occurrence that, when- 
ever workshops or factories have to close 
down the workers demand certain extra-pay 
which often is exhorbitant. If the owner 
will not, or cannot, pay what is asked from 
him, it has often happened that the machin- 
ery, furniture and tools were either dam- 
aged, or trucked away. Needless to say, 
the Chinese authorities cannot possibly be 
in accord with such tactics of lawlessness; 
but seemingly they have so far not succeed- 
ed in preventing disorders of the kind just 
described. The position really is anomalous, 
for on the one hand there exists widespread 
unemployment in Shanghai (and practically 
no strike funds are available), and on the 
other hand workmen often demand condi- 
tions which are far too stringent for indus- 
trial enterprises which, only with greatest 
difficulties, are attempting to keep afloat. 


That, in face of such a state of affairs, China 
cannot compete with foreign imported goods. 
and will not be able to export her manufac- 
tured articles abroad, is a sad fact. It 
certainly is a spoke in the wheel which 
upholds or brings about inflation. 


In the first issue of the Chinese Weekly 
“‘Observer’’, Mr. Wang Yung-sen (editor 
of the Ta Kung Pao) deals with the problem 
of workers income in Shanghai, as it was 
prevalent in June and July, 1946. 


Worker's pan da ily ee 
occupation local dollars average 
income 

Cotton textiles...... $ 0.44 $ 180,000 
Machinery ......... 0.83 220,000 
Silk weaving ...... 0.70 150,000 
Cotton cloth ...... 0.54 150,000 
Wool weaving..... 0.57 120,000 
Mobacco\e::-s.t eee 0.64 120,000 
Printing 2 ee 0.80 160,000 


During the whole period of 1946 cotton 
mills in China made very large profits. 
Workers formerly employed in cotton spin- 
ning mills used to be paid at a lower scale 
than other labourers. Now they are topping 
the list, since the industry can bear it. But 
the posjtion is not so favourable in other 
trades and in public utility companies. What 
is needed is consideration on the part of 
workers for the possibility of maintaining 
industrial enterprises of this country and an 
endeavour to show higher efficiency. On the 
other hand, industrialists ought to evince 
more consideration for the well being of 
their working staff. 


Before concluding the subject of labour 
in China it is thought wise to present further 
clear evidence regarding the high cost of 
production of consumer goods in the China 
of to-day, the details being gleaned from the 
Shang Pao of August 15, 1946. There a 
comparison was made between the cost of 
production of one of the commodities enjoy- 
ing the widest use, namely cotton yarn; the 
example cited here deals with actualities as 
they existed in July 1937 and in July 1946 
at Shanghai: 


The deficits became a chronic state of affairs 
and these could be met almost exclusively 
by the printing of banknotes. 


_ During the war period, and up to this 
time, no budget figures were made public. 
Yet it is known that the recurring deficits 
were enormous in size. Now that the foreign 
warfares are a thing of the past, China finds 
herself embroiled in civil strife, a calamity 
which prevents the return to normality and 
which costs stupendous sums of unfructify- 
ing expenditure of new funds. These have 
to be procured promptly, and if they cannot 
be covered by correspondingly large re- 
venues, recourse has to be taken to the 
printing press again. 


According to a semi-official statement 
allegedly made by the Minister of Finance 
governmental expenditure during the first 
five months of 1946 had _ exceeded 
CNC$r,500,000,000,000. Seeing that the 
budgetary outlay is constantly rising owing 
to the permanently increasing cost of liv- 
ing, one is justified in expecting that the 
remaining seven months of 1946 would re- 
quire more than double the foregoing outlay. 
It is principally the excessive cost of main- 
taining the military which accounts for the 
huge deficit and subsequently for the steady 
deterioration of China’s economic situation. 
Needs for meeting military expenditure are 
estimated to amount to about 70% of 
China’s total annual outlay. During the 
first half of the current year taxation, though 
rather heavy, brought in only about eight 
per cent. of the total disbursements of the 
state. According to the Democracy Weekly 
of July 6, 1946 the circulation of banknotes 
in China by the close of the current year is 
expected to reach the astronomical figure of 
CNC$z20,000,000,000,000. 


As regards the issue of banknotes, quite 
apart from the need of covering the budget- 
ary deficit thereby, one must take into 
account that the Chinese authorities were 
forced by circumstances to recall (a) the 
huge sum of C.R.B. banknotes (at the ratio 
of C.R.B. 200 equal to 1 C.N.C.$); (b) the 
enormous sum of F.R.B. banknotes in North 
China; (c) the considerable volume of notes 
emitted by the Manchukuo puppet Govern- 
ment; (d) the large amount of Russian 


Item 1937 1946 Number of times 
Wages, monthly .............000+ $ 8 $ 150,000 18,750 
Mealssor food assesasen--vectisaesassannes 2 50,000 25,000 
Electric power ....... 3 5 50,000 10,000 
Sundry material .. ; 24 35,000 14,000 
Packing cicscs-ceae0s ; 1 10,000 10,000 
Taxes tsseesteesstsesecsrtvaons, Y 9 60,000 6,000 
Insurance & godown ...... 3 - 50 5,000 10,000 
Interest & depreciation ... ; 13 100,000 7,700 
Repairsine.s2-cstesoansscanensac 7 20,000 10,000 
Miscellaneous .........c.seeseereeeereers 6 70,000 11,000 
Total...... $49. $550,000 11,200 


In 1937 the cost of producing one bale 
of cotton yarn (not counting the value of 
the raw cotton) was 35% of the cost of the 
raw material. In 1946 it aggregated 122%. 


Budget 


The best preventative of inflation is the 
balancing of the budget. But, due to the 
havoc caused by eight long years of war, 
which is,synonymous with the maintainance 
of huge armies in China, expenditure be- 
came so stupendous, that revenues failed to 
cover even a portion of government expendi- 
ture. Old taxes were increased; new taxa- 
tion was created; customs and salt dues 
quickly rose to great height; postage and 
telegram charges were manifolded. But all 
this proved merely a drop in the deep ocean. 


occupation notes circulated in Manchunia; 
(e) the circulation of Bank of Taiwan fiat 
money. As most of these notes were left in 
circulation either without or else with little 
teserves, it can be understood that, in order 
to close one hole, a second hole had to be 
opened. 


Not only the Central Government had 
to muddle through with huge budgetary 
deficits, but equally so the various provinces. 
The newspaper Wen Hui Pao of October 30, 
1946 says that during the second half-year 
1946 Szechuen Province is faced with a 
budgetary deficit of CNC$24,000,000,000; 
Kweichow Province will have a deficit of 
$5,202,830,000; Chekiang Province will have 
a deficiency of $9,000,000,000; Kiangsi 
$7,700,000,000; Yunnan Province will face 
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a shortage of $15,000,000,000; the Chung- 
king Municipality will show a budgetary 
deficit of $4,800,000,000. The foregoing is 
merely fragmentary evidence, for the re- 
maining provinces of China, as well as the 
larger towns and municipalities who are in 
a somewhat similar quandary. 


Official statements indicate that, during 
the month of July, 1946 the note issue of 
China was not increased. But nothing was 
said concerning the following months. 
Rumours as to the imminence of a new 
currency coming to China were prevalent at 
numerous occasions. However, such reports 
are merely idle talk. It is obvious that, as 
long as China can not balance her budget, 
stabilize commodity prices and the exchange 
value of her monetary unit, no new currency 
system can successfully be introduced. Only 
the name of the unit can be changed, but 
not its intrinsic value. 


Weighing Future Prospects 


Following the citation of authentic 
figures and after pondering over their signi- 
ficance, one feels inclined to group favour- 
able and unfavourable factors separately in 
an attempt to obtain a lucid balance sheet. 
In this endeavour we first like to deal with 
visible assets: 

Assets: 


(a) 


Here we are facing a very deep source 
of values the extent of which cannot possibly 
be reliably measured, already because 
estimates may and will be surpassed or re- 


Enemy properties in China. 


duced by actual disposal. However, the 
total is stupendous. Such assets consist of 
lands, roads, railways, coal and other 


mineral mines, factories, official buildings, 
houses for residential purposes, commodities, 
schools and hospitals, docks and wharves, 
steamers and sailing vessels, cash and 
bullion, forests, etc., etc. 


The significance. of these invaluable 
assets is widespread. They can be divided 
into two groups: firstly, for outright sale; in 
this case proceeds will off-set part of China’s 
government expenditure. Secondly, the 
taking over by the state which latter will 
be operating the properties for own account, 
using the profits to compensate governmental 
outlays. Into this second category fall rail- 
ways, forests, steamers, schools and hos- 
pitals and certain factories. Such assets were 
acquired from German and Japanese sources, 
mainly the latter. 


As already pointed out, a mere estim- 
ate of values would not serve useful pur- 
poses. Therefore it is thought advisable to 
record here some evidence, together with the 
indication of sources from whom the in- 
formation is derived. 


According to the Sin Wen Pao of 12th 
July, 1946 the director of the Alien Property 
Administration stated that enemy properties 
in Shanghai alone were valued at 
CNC$r1,000,000,000,000, out of which 
CNC$280,000,000,000 had by then been 
realised through sales. 


At about the same time the daily Wen 
Hui Pao asserted that the Ministry of 
Economic Affairs had taken over from the 
enemy 647 factories which were dealt with 
as follows: 


r7o returned to original owners; 

133 taken over by the Government 
management; 

195 for disposal to private interest; 

149 yet undecided. 


On July 21 the Sin Wan Pao announced 
that merchandize taken over from 12 Ger- 
man firms was valued at CNC§$30,000,- 
000,000. 


On July 17, 1946 the Chien Hsien Jih 
Pao featured an assertion made by the Vice- 
Minister of Finance to the press, according 
to which property of the enemy sold in 
Shanghai had by then yielded CNC$r,000,- 
000,000,000, while enemy properties in the 
entire country had already brought in 
CNC$4,000,000,000,000. 


The Ta Kung Pao of 24th July wrote 
that the total value of enemy properties in 
Tsingtao was returned at CNC$290,000,- 
000,000. 


A very re-assuring note was struck by 
the Sin Wan Pao of 3rd August, 1946 when 
the said journal wrote that China’s national 
expenditure for the year 1946 was about 
CNC$3,500,000,000,000; of this sum about 
one-half would be covered by revenues 
collected, while the other half could be 
obtained from the proceeds of liquidation of 
ex-enémy properties now held by the 
Chinese Government. 


The same daily reported under date of 
October 21 that the Alien Property Admin- 
istration for Kwangtung, Kwangsi and 


Fukien provinces had taken over enemy 
properties valued at CNC$176,300,db0,000, 
itemized as follows: 


CNC $ 


44,400,000,000 
33,000,000,000 
11, 100,000,000 
2,600,000,000 
8, 100,000,000 


Goldand foreign monies 


Into the category of ‘‘enemy assets’ 
fall also properties formerly owned by 
‘puppets’? and now confiscated. So one 
reads the pleasant news in the Ta Kung Pao 
of October 2, 1946 that 3,027 ounces of pure 
gold were garnered by the APA; but then 
follows the triste admission that only 273 
ounces went to the authorities, because the 
major part went as rewards for informers. 


During September 1946 the APA sold 
enemy properties for CNC$37,000,000,000 
while the October sales aggregated 
CNC$36,500,000,000; these sums were re- 
mitted to the Treasury. Seemingly they 
refer to Shanghai only. The APA for 
Kiangsu, Chekiang and Anhwei provinces, 
according to the Ta Kung Pao of November 
5, since its establishment remitted altogether 
CNC $300,000,000,000 to the authorities. By 
November 25 this figure had grown to 
CNC$400,000,000,000, according to the 
Shang Pao. 


Between May 8 and November 21, 1946 
the Central Trust Co. of China, selling 
enemy properties by auction (seemingly 
Shanghai only is meant), netted 
CNC$55,400,000,000, according to the 
Shang Pao of November 24. 


On November 25 the Sin Wan Pao 
brought the heartening news that the APA 
of Kwangtung province had accumulated 
from ex-enemies and ‘“‘puppets’’ 40,000 
ounces of gold which would shortly be 
despatched to the national coffers. 


This scattered evidence undubitably 
ought to be encouraging. But apart from 
the proceeds of sale one has to consider in 
connection with the existing wide gap in the 
national budget and the subsequent inflation 
in China other recurring revenues derived 
from government operated factories, _rail- 
roads and forests. These are considerable in 


extent and meant to form a permanent 
source of amelioration of heavy budgetary 
expenditure. 


(b) 


Apart from assets justly seized by China 
within her own territory this country is 
entitled to her share in the indemnity to be 
paid by Japan. Germany hardly will come 
in for indemnity payments in kind or cash, 
firstly because there was no direct contact 
of Chinese and German military forces dur- 
ing the war and, secondly, because Germany 
will not have cash to spare. 


Direct War Indemnities. 


On the other hand, considerable values 
are to be obtained from Japan in kind and 
money. How large such indemnities will be, 
and how fast they will be coming in, is at 
the present juncture still a séaled book. It 
is idle to hide the fact that so far the Chin- 
ese authorities are dissatisfied with the 
American way of handling the Japanese 
indemnity question. According to Washing- 
ton’s instructions General MacArthur has 
earmarked 1,099 Japanese factories as 
indemnities in kind. These are valued at 
US$5,000,000,000 of which China’s share is 
approximately US$2,000,000,000. 


In an editorial of November 25 the Wen 
Hui Pao complains that, while China’s war- 
time losses aggregate about US$50,000,000,- 
ooo, her share in the Japanese indemnity 
is to be $2,000,000,000 only. The journal 
makes the startling statement that the cost 
of dismantling, transporting and re-erecting 
the Japanese factories would amount to 
about US$z0,000,000,000. The paper 
charges that China is being treated unfairly 
and that she ought to form an independent 
and autonomous policy vis-a-vis Japan. 
“Our’s is a victorious country and we 
should preserve the dignity, attitude and 
determined policy of a victor’, the paper 
states. Nevertheless one can expect that 
China’s net share from the Japanese indem- 
nity will not be negligible. 


(c) Enhanced Income from Taxes and 
Exeise. 


Needless to say, existing scales of taxa- 
tion have been largely increased in China 
and new taxes and dues have been created. 
In this respect the Government collects now 
amounts which are incomparably higher 
than before the war, although they are en- 
tirely inadequate to cover the rapidly mount- 
ing expenditure of the state. Excise dues 
also have been increased, and new imposts 
have been decreed since the conclusion of 
the war. Such dues are levied on tea, cotton 
yarn, matches, wines and on sundry other 
goods, mostly of home growth or manufac- 
ture. Finally, Customs duties collected are 
now infinitely larger than they were before 
the war, especially because there were note- 
worthy increases in the tariff rates; also 
because in depreciated currency the total 
collected by the Customs will appear to be 
stupendous. So far proceeds of Customs 
duties collected are used for balancing part 
of Government expenditure, and nothing 
has been applied since 1939 for servicing 
some of China’s foreign loans, though 
pledged to this purpose. Postage and tele- 
gram charges also have risen enormously. 
While in 1937 a local letter was franked with 
4 cents, as much as $100 is now required 
for the same purpose. Railway fares have 
risen enormously in extent. 


Since no global figures are available 
yet, showing the collections of any one or 
all the aforementioned branches of revenue 
yielders it is thought wise not to attempt 
guesses or vague estimates. 
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(d) UNRRA. 


Here is a distinct blessing—not even in 
disguise. UNRRA is scheduled to benefit 
China within say short eighteen months to 
the extent of about 1 billion U.S. dollars, if 
one includes what its staff spends in China. 
Aside from medicines and industrial chem- 
icals UNRRA is supplying China with 
important commodities, like raw cotton, 
wheat. cement, machinery, etc., etc. 


(e) American Military Forces in China. 


Since VJ-day a very considerable num- 
ber of American military and naval personnel 
either passed through China, or else sojourn- 
ed temporarily in sundry Chinese ports and 
inland stations. A smaller group of Amer- 
ican military forces is stationed in China up 
to this day at the request of the Chinese 
authorities. The total sum of foreign cur- 
rencies spent by the U.S. military and naval 
forces is large, though it cannot very well 
be defined in clear-cut figures. But such 
income is the more welcome in times of 
stress and bound to somewhat mitigate the 
evil effects accompanying inflation. 


(f) The Recovery of Manchuria and 
Formosa. 


Manchuria, of which China was robbed in 
1931, and Taiwan, lost as a result of the 
Sino-Japanese war of 1895, have come back 
to the mother country and are forming most 
valuable assets during the present juncture 
and for all future. 


The riches of Manchuria are proverbial 
and need no elucidation. Before its forced 
separation from China, Manchuria almost 
invariably had a favourable foreign trade 
balance, a factor which can and will be 
restored. That district produced annually 
five million tons of soya beans and just as 
large a volume of kaoliang. Planting of 
wheat there showed favourable results. 
Manchuria is very rich in coal deposits and 
other minerals. 


The country boasts of 10,500 kilometers 
of railroads, an asset of enormous value, to 
which China has fallen the principal heir. 
True, for about 30 years she is to share the 
benefits with Soviet Russia, but meanwhile 
the co-ownership is capable of yielding good 
results to China. 


Taiwan, separated from the mother 
country for exactly fifty years, is a very 
valuable asset with immediate yields. Like 
Manchuria, Taiwan is capable of maintain- 
ing a favourable trade balance, or (what is 
of equal value) supplying China, proper, 
with commodities which hitherto had to be 
imported from abroad and paid for in foreign 
currencies. In 1939 Formosa had 1,418 
kilometers of government railways and 2,619 
kilometers of privately owned railroads. 


Taiwan always was a noteworthy pro- 
ducer of coal, as may be seen from the 
following table: 


Metric tons 
1,744,000 
1,952,000 
2,199,000 
2,619,000 
2,841,000 
2,854,000 
2,356,000 
2,231,000 
1,914,000 

795,000 


Besides, Formosa is a large exporter of 
rice, sugar, bananas, tea and pineapples. 


The Taiwan Sugar Company, a government 
enterprise, has taken over from enemy- 
ownership 42 sugar refineries, but these fac- 
tories, owing to sabotage coupled with in- 
experience, are now producing a small per- 
centage of normal capacity. Similar condi- 
tions prevail with regard to cement factories 
taken over. The output of these has fallen 
off about 90% from normal. Provisionally 
the value of the Taiwan $ has been fixed 
at 35 CNC $ to 1 Taiwan $. The cost of 
living in Formosa has risen within one year 
a hundred times. 


In spite of these shortcomings the future 
of Formosa promises well. Moreover, the 
island is bound to aid China in all respects. 
Only patience is needed for getting over the 
déficiencies of the transformation period. 


(g) Foreign Investments in China. 


This would have been a most fruitful 
source of help, especially for combatting 
the evils of inflation. The American Gov- 
ernment was keen to aid China with non- 
political loans at low rates of interest. 
However, action was made dependent upon 
recommandations emanating from General 
Marshall, a personality whose experience in 
Chinese affairs, due to first-hand information 
and personal observation, is a guarantee for 
sound judgment. Besides, many of the 
largest industrial concerns in America were 
willing to bring both, capital and experience, 
to China for long-term investments on very 
favourable terms. But the main requisite, 
peace, has so far prevented a start from 
being initiated. As Iong as there is civil 
war in China nobody ean expect that capital 
should be sunk there. 


There are other factors not favourable 
to the ingress of large foreign funds. Firstly, 
various previous foreign loans, secured on 
Customs or Salt revenues, have been in 
default since 1939. The same remarks apply 
to foreign loans granted on the security of 
railways and railway income. These have 
equally been unserviced for about eight 
years. Holders of Chinese bonds, as long as 
the latter are left in default, will not make 
fresh investments in similar newly issued 
securities, nor will they recommend others 
to do this. 


Finally, newly introduced laws in China 
are not favourable to the development of 
enterprises financed with foreign funds, 
especially when this is to be done on a part- 
nership basis. Taxation so far is ambiguous 
and often far too high for young enterprises, 
especially when the quid pro quo — namely 
security — is still lacking. Foreigners can- 
not travel from one city to another within 
China without first obtaining a special per- 
mit. This is one of the restrictions which 
one does not meet anywhere else in the 
world. Last, but not least, no provision has 
so far been made to permit the remittance 
of profits or dividends derived from invest- 
ments in China, out of the country. 


(h) Remittances to China by Overseas 
Chinese. 


For decades past one of the most im- 
portant items helping to balance China’s 
balance of international payments was re- 
mittances to the home country of emigrants, 
now domiciled in U.S.A., Hawai, Siam, 
Malay and the South Seas. Their total 
number is comparatively small, estimated at 
about eight millions. Yet the proverbial 
thrift of these people was and is a powerful 
stimulant to despatch savings to their homes 
in far-away China, be it in support of their 
family members, or else as a fund intended 
to take care of their old age when they re- 
turn to China. Formerly also investments 


in the home country came into consideration, 
a branch which to-day will not offer much 
attraction. 


During the war many of these overseas 
remittances were exchanged via Chungking 
at the official rate of CNC$20 per x US$, 
notwithstanding the existence of black mar- 
ket quotations showing a ratio of 1,000 to 
I. Later on the authorities permitted the 
granting of a special bonus of CNC$8o00 for 
each, American dollar. Only on March 4, 
1946 the official rate of CNC$2,020 entered 
into force. 


Nowadays most of the remittances come 
from Chinese emigrants domiciled in U.S.A. 
and South America. Other remitting places 
are Hawai, the Philippine Islands, Dutch 
East Indies, Burma and India, Malay 
States, London, Australia, Siam and Cuba. 
The principal media of transmitting these 
funds home are the Bank of China, the 
Overseas Chinese Banking Corporation, the 
Bank of Canton (both maintaining branches 
in U.S.A.), the Postal Remittance & Sav- 
ings Bank, the National City Bank of New 
York, the Chase National Bank, the Hong- 
kong & Shanghai Banking Corporation and 
others. The principal paying station is 
Hongkong/Canton. 


According to the Shun Pao of I Ith 
October, 1946 overseas remittances were 
as follows :— 


CNC $ 
2,181,833,000 
1,065,280,000 
4,748,490,000 
8,619,610,000 
6,288,945,000 
5,790,335,000 
4,061,720,000 
8,300,994,000 


Rate of exchange for 


January/February ............... 500; 
March to August 19” ............ 2,020 
therealtér c50.fes. ooccnc cree 3,050 


Over 80 % of these sums were remitted by 


Chinese in the U.S.A. and Canada. 


During the month of September the 
Bank of China alone handled remittances 
aggregating CNC$7,291,107,000. 


Although the foregoing tabulation might 
not be authentic, it is probably sooner an 
understatement than exaggeration. It must 
be considered that, due to the long years of 
warfare, especially in the South Seas and 
Malay, Chinese residents there were to a 
large extent impoverished and could not 
afford to remit money home. There and in 
the Philippine Islands they lost much of their 
properties and in many cases also their 
lives. 


The Chinese Government, imbued with 
the desire to assist those of its subjects who: 
became victims of cruel warfare, promptly 
made plans to loan funds to those of its 
citizens domiciled abroad who were in need 
of active help. At the sixth plenary session 
of the Kuomintang it was decided to provide 
a sum of US$50,000,000 to needy Chinese 
residents abroad, who had fallen victims to 
the last war and who were worthy of assist- 
ance. Chinese in Burma were entitled to 
loans amounting to US$5,000,000; overseas 
Chinese domiciled in the Philippines are 
being accommodated to the extent of 
US$5,000,000, while compatriots in the 
Netherlands East Indies could draw up to 
US$17,000,000. Chinese needy residents of 
the Malay Peninsula (but inclusive of Singa- 
pore, Hongkong and Kowloon) obtained the 
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largest sum, namely US$z0,000,000, Indo- 
China and Siam jointly were to get 
US$z2,500,000. The rate of interest was 
fixed at 5% per annum; duration one year. 


Though difficult to determine with 
exactitude the net total of overseas remit- 
tance for 1y46, a sum of not less than 
US$z00,000,000 may be anticipated as a 
minimum. 


(i) There are other minor sources of 
extra income in foreign monies which help 
in a small way to contribute toward the 
reduction of the adverse balance-.of pay- 
ments. So, for instance, is the Central Bank 
of China induced to sell gold bars at a 
profit. This is not a matter of business, but 
merely of policy, inaugurated with the idea 
to control gold prices in China and simul- 
taneously to check speculation in gold. 
However, by following up these objects 
there remains a profit of say US$20 per bar 
of ten ounces, or estimating a certain turn- 
over, about 20 to 25 millions US$ for 1946. 


Another favourable factor, though same 
cannot possibly be expressed in cold figures, 
is to be found in. China’s possession of a 
large number‘ of economic experts, most of 
whom are imbued with patriotism and 
determined to assist in the attempt to lead 
their country out of the current chaos. 


Unfavourable Factors 


Every medal has also a reverse side. 
And in analyzing the prevalent. situation 
one-must not lose sight of the unfavourable 
factors inherent in the current still unsolved’ 
problem. Let us consider the principal 
negattve features: 


(k) The labour question, the main 
points of which have already been discussed 
here. . Labour, though undoubtedly deserv- 
ing the utmost sympathies, ought to be 
regulated by law, and the latter should be 
maintained. At present labour is far too 
dear when measured by its achievements 
and the spirit of voluntary co-operation. 

(1) A clear-out government policy is 
lacking so far. The authorities, surrounded 
by hundreds of complicated problems of 
both economic and political direction, was 
caught unawares when the war suddenly 
came to a close. At that juncture a clear- 
cut economic policy was non-extant. The 
numerous factories which had transported 
their machinery into the distant interior of 
China, did not find it easy — and often it 
was impossible — to bring back the ma- 
chinery and material to the coastal ports. 
Partly this was due to the lack of transport, 
and partly to the fact that the industries 
concerned were war aids, whose products 
were no more needed. China has not the 
guidance and the means to attend to the 
proficient conversion of industries from a 
war footing to a peace level. In_ this 
manner much national wealth is being 
wasted. 

(m) The deplorable position of means 
of communications in China. Road building 
and railway construction has, during the 
war, been stopped entirely, a fact which is 
fully understandable. But is was not only 
wear and tear which is responsible for the 
shocking state in which China’s railroads 
and country roads find themselves to-day. 
It was enemy action which did so much 
damage to China’s means of communica- 
tions. Careful estimates go to show that, 
putting China’s railways into good pre-war 
shape, an expenditure of US$380,000,000 
would be required. This figure is not final, 
for deterioration continues unabated. More- 
over, in the current civil strife the Com- 
munist troops are adhering to their tactics, 
the basis of which is the continuous destruc- 
tion of Chinese railway systems. 


(n) High interest rates and excessive 
taxation. As a sequel to inflation interest 


rates are high. While this tendency is 
understandable, it actually represent an- 
other nail in the Chinese coffin. In late 
autumn of 1946 rates of interest reached 25 
per cent. per month (not per annum), 
though the average may be computed at 
15% per mensem. Speculators are facing 
these high interest rates; sometimes they 
gain even under such burdens; at others 
they go into bankruptcy. But young indus- 
tries cannot work successfully under such 
burdens. As a matter of fact, many indus- 
trial and business enterprises have gone 
under because of such unbearable handicaps. 
Amongst the latter are high taxation and 
inland dues. There is no doubt that China 
badly needs revenues from taxes, seeing 
that its expenditure is stupendous. But then 
the state ought to offer the taxpayer equi- 
valents in effective protection. This is yet 
rarely the case. Theréfore many new and 
also some old enterprise are breaking up 
owing to their inability to shoulder such 
excessive rates of interest and meet taxation 
which often proves ruinous. 


Merely by way of illustration some 
examples are being cited here: A box of 
China made matches costs in retail about 
$100. The actual total of manufacture is 
$20. The remainder consists of interest, 
commodity tax and other local dues. 


Foreign imported cigarettes are saddled 
with 250% taxes and dues before reaching 
the consumer. Locally made cigarettes are 
to pay 100% commodity tax and, if they 
use foreign imported leaf tobacco, another 
41% advalorem. But besides, they are sad- 
dled with about ten other kinds of dues and 
extras. Considering also the high interest 
charged by banks or other lenders, it will 
be understood that locally manufactured 
cigarettes cannot successfully compete with 
the imported article. 


(o) Smuggling of goods. This move- 
ment, having its base in South China, has 
done a lot of harm to Chinese economics. 
Hongkong has been requested to co-operate 
with China in preventing and stamping out 
the evil practice. Not only are luxury 
articles, the import of which is interdicted, 
smuggled into China, but many other goods, 
the ingress of which has temporarily been 
suspended, as well. The harm done is not 
merely the loss of import duty, but the pre- 
vention of an effective government control 
as far as the influx of certain classes of 
merchandize is concerned. 


Unfortunately it is not merely a part of 
civilians which is engaged in this nefarious 
occupation, but — if one may believe a Ta 
Kung Pao report of 29th November — some 
members of the Chinese Navy. These law- 
breakers use their uniform, arms and gov- 
ernment vessels for smuggling commodities 
and precious metals from Kwangtung into 
other provinces. 


(p) Insufficient exports. That, under 
the circumstances outlined in the foregoing 
columns of unfavourable factors, exports 
cannot take place in an appreciable volume 
goes without saying. And exports are the 
principal factor for the resuscitation of the 
equilibrium. 


(q) Civil War. A continual strain on 
China’s attenuated finances is maintained 
and threatens to extend for many years to 
come through the prevalence of intercenine 
strife. There are optimists who, in face of 
prolonged fighting between government and 
communist forces, say that China is threa- 
tened by civil war, but that such a calamity 
can still be avoided. Let us hope such views 
will stand the test. 


Meanwhile China is faced with a burden 
which does not promote recovery, inasmuch 
as her outlay for military purposes aggre- 
gates about 75% of her budgetary expendi- 
ture. Unless this millstone can be removed 
economic deterioration is bound to continue. 


So far no effective plans (aside from 
feeble attempts) were made in China in 
connection with an orderly and fair ration- 
ing system. While this, together with an 
efficient price control, would be necessary, 
China has kept away from such measures, 
opining that conditions are too much in a 
disorderly state in this country, so that the 
technique practiced by other nations would 
nat work successfully in China. 


The foregoing considerations are an 
attempt at producing a balance sheet with- 
out a profit and loss account. Speaking 
frankly, economic deterioration has advanc- 
ed in China to such a degree that it will 
prove very difficult to put matters right 
once more. But the vitality of China is 
unbounded, and if civil war can be avoided 
in the twelfth hour, there is more than a 
glimmer of hope left. Measures of time 1nd 
space are vague, and with wide margins for 
the unforeseen, even the supernatural might 
come about. 


ROSS SPF SPST SPST SAT SPSC ee. 


MR. BE. KANN came to the Far East for 
the Russo Chinese Bank in the beginning of rgor, 
since which period China had been his domicile. 
From 1909 onward he occupied the post of 
manager at various branches of the bank. All 
the time Mr, Kann was actively engaged in 
Chinese currency problems and government 
finance. He was member of the Commission, 
appointed by the Ministry of Finance and charged 
with the abolition of the tael and its replacement 
by the standard silver dollar. He also served as 
member of the Advisory Committee of the 
National Mint from its inception. In his nmfumer- 
ous writings he has proved his sincere friendship 
for China. Author of the ‘‘Currencies of China’’, 
which work saw repeated editions in English, 
Chinese and Japanese. Also author of ‘‘History 
of China’s Internal Loans’’, and many other 
subjects pertaining to Chinese economics. 
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Treaty of Friendship, Commerce and 
Navigation between the United 
States of America and the 


The United States of America and the 
Republic of China, desirous of strengthening 
the bond of peace and the ties of friendship 
which have happily long prevailed between 
the two countries by arrangements designed 
to promote friendly intercourse between their 
respective territories through provisions 
responsive to the spiritual, cultural, economic 
and commercial aspirations of the peoples 
thereof, have resolved to conclude a Treaty 
of Friendship, Commerce and Navigation, 
and for that purpose have appointed as their 
Plenipotentiaries, 


The President of the United States of 
America: 


Dr. J. Leighton Stuart, Ambassador 
Extraordinary and Plenipotentiary of the 
United States of America to the Republic 
of China, and 


Mr. Robert Lacy Smyth, Special Com- 
missioner and Consul General of the United 
States of America at Tientsin; and, 


The President of the National Govern- 
ment of the Republic of China: 


Dr. Wang Shih-chieh, Minister for 
Foreign Affairs of the Republic of China, 
and 


Dr. Wang Hua-cheng, Director of the 
Treaty Department of Ministry of Foreign 
Affairs of the Republic of China; 


Who, having communicated to each 
other their full powers found to be in 
due form, have agreed upon the following 
Articles: 


ARTICLE I 


1. There shall be constant peace and 
firm and lasting friendship between the 
United States of America and the Republic 
of China. 


2. The Government of each High 
Contracting Party shall have the right to 
send to the Government of the other High 
Contracting Party duly accredited diplomatic 
representatives, who shall be received and, 
upon the basis of reciprocity, shall enjoy in 
the territories of such other High Contract- 
ing Party the rights, privileges, exemptions 
and immunities accorded under generally 
recognized principles of international law. 


ARTICLE II 


I. The nationals of either High Con- 
tracting Party shall be permitted to enter 
the territories of the other High Contracting 
Party, and shall be permitted to reside, 
travel and carry on trade throughout the 
whole extent of such territories. In the 
enjoyment of the right to reside and travel, 
the nationals of either High Contracting 
Party shall be subject, within the territories 
of the other High Contracting Party, to the 
applicable laws and regulations, if any, 
which are or may hereafter be enforced by 
the duly constituted authorities, provided 
that they shall not be subject to unreason- 
able interference and that they shall not be 
required to apply for or carry any travel 
documents, other than (a) valid passports 
or (b) other documents of identification 
issued by the competent authorities of their 
respective countries. 


2. The nationals of either High Con- 
tracting Party shall, throughout the whole 


Republic of China 


extent of the territories of the other High 
Contracting Party, be permitted, without 
interference, to engage in and to carry 
on commercial, manufacturing, processing, 
scientific, educational, religious and philan- 
thropic activities not forbidden by the laws 
and regulations enforced by the duly con- 
stituted authorities; to engage in every 
profession not reserved exclusively to na- 
tionals of the country; to acquire, hold, 
erect or lease, and occupy appropriate build- 
ings, and to lease appropriate lands, for 
residential, commercial, manufacturing, pro- 
cessing, professional, scientific, educational, 
religious, philanthropic and mortuary pur- 
poses; to employ agénts or employees of 
their choice regardless of nationality; to do 
anything incidental to or necessary for. the 
enjoyment of any such rights and privileges; 
and to exercise all these rights and privileges 
upon the same terms as nationals of such 
other High Contracting Party in conformity 
with the applicable laws and regulations, if 
any, which are or may hereafter be enforced 
by the duly constituted authorities. 


3. The nationals of either High Con- 
tracting Party shall not in any case, in the 
enjoyment of the rights and_ privileges 
provided by paragraphs 1 and 2 of this 
Article, receive treatment with respect to 
such rights and privileges less favourable 
than the treatment which is or may here- 
after be accorded to the nationals of any 
third country. 


4. Nothing in this Treaty shall be 
construed to affect existing statutes of either 
High Contracting Party in relation to 
immigration or the right of either High 
Contracting Party to enact statutes relating 
to immigration; provided, however, that 
nothing in this paragraph shall prevent the 
nationals of either High Contracting Party 
from entering, travelling and residing in the 
territories of the other High Contracting 
Party in order to carry on trade between the 
United States of America and the Republic 
of China, or to engage in any commercial 
activity related thereto or connected there- 
with, upon terms as favourable as are or 
may hereafter be accorded to the nationals 
of any third country entering, travelling and 
residing in such territories in order to carry 
on trade between such other High Contract- 
ing Party and such third country or to 
engage in commercial activity related to or 
connected with such trade; and provided 


further that nothing in the provisions of: 


Section 3 of the Immigration Act of the 
United States of America dated February 5, 
1917, which delimit certain geographical 
zones for the purpose of restricting immigra- 
tion, shall be construed as preventing 
admission into the United States of Chinese 
persons and persons of Chinese descent. 


ARTICLE III 


tr. As used in this Treaty the term 
‘corporations and associations’’ shall mean 
corporations, companies, partnerships and 
other associations, whether or not with limit- 
ed liability and whether or not for pecuniary 
profit, which have been or may hereafter be 
created or organized under the applicable 
laws and regulations enforced by the duly 
constituted authorities. 


2. Corporations and associations creat- 
ed or organized under the applicable laws 
and regulations enforced by the duly con- 


stituted authorities within the territories of 
either High Contracting Party shall be 
deemed to be corporations and associations 
of such High Contracting Party and shall 
have their juridical status recognized within 
the territories of the other High Contracting 
Party, whether or not they have a perman- 
ent establishment, branch or agency therein. 
Corporations and associations of either High 
Contracting Party shall have the right to 
establish their branch offices in the territories 
of the other High Conttacting Party and to 
fulfil their functions therein after they have 
complied with requirements of admission 
not inconsistent with the provisions of the 
following paragraph, provided that the right 
to exercise such functions ig accorded by 
this Treaty or the exercise of such functions 
is otherwise consistent with the laws and 
regulations of such other High Contracting 
Party. 


3. The High Contracting Parties, ad- 
hering generally to the principle of national 
treatment with respect to the matters 
enumerated in this paragraph, agree that 
cerporations and associations of either High 
Contracting Party shall be permitted, 
throughout the whole extent of the territories 
of the other High Contracting Party, in 
conformity with the applicable laws and 
regulations, if any, which are or may here- 
after be enforced by the duly constituted 
authorities, to engage in and carry on com- 
mercial, manufacturing, processing, finan- 
cial, scientific, educational, religious and 
philanthropic activities; to acquire, hold, 
erect or lease, and occupy appropriate 
buildings, and to lease appropriate lands, 
for commercial, manufacturing, processing, 
financial, scientific, educational, religious 
and philanthropic purposes; to employ 
agents or employees of their choice regard- 
less of nationality; to do anything incidental 
to or necessary for the enjoyment of such 
rights and privileges; and. to exercise all 
these rights and privileges, without inter- 
ference, upon the same terms as corporations 
and associations of such other High Con- 
tracting Party unless otherwise provided by 
the laws of that High Contracting Party. 
The proceeding sentence, and all other pro- 
visions of this Treaty according to corpora- 
tions and associations of the Republic of 
China rights and privileges upon the same 
terms as corporations and associations of the 
United States of America, shall be construed 
as according such rights and privileges, in 
any state, territory or possession of the 
United States of America, upon the same 
terms as such rights and privileges are or 
may hereafter be accorded therein to 
corporations and associations created or 
organized in other states, territories or 
possessions of the United States of America. 


4. Corporations and associations of 
either High Contracting Party shall not in 
any case, in. the enjoyment of the rights and 
privileges provided by this Article, receive 
treatment with respect to such rights and 
privileges less favourable than the treatment 
which is or may hereafter be accorded to 
corporations and associations of any third 
country. 


ARTICLE IV 
1. The nationals, corporations and 


associations of either High Contracting Party 
shall enjoy, throughout the territories of the 
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other High Contracting Party, rights and 
privileges with respect to organization of 
and participation in corporations and asso- 
ciations of such other High Contracting 
Party, including the enjoyment ,of rghts 
with respect to promotion and incorporation, 
the purchase, ownership and sale of shares 
and, in the case of nationals, the holding of 
executive and official positions, in conformity 
with the applicable laws and regulations, if 
any, which are or may hereafter be enforced 
by the duly constituted authorities, upon 
the same terms as nationals, corporations 
and associations of any third country. Cor- 
porations and associations of either High 
Contracting Party, organized or participated 
in by nationals, corporations and associa- 
tions of the other High Contracting Party 
pursuant to the rights and privileges 
enumerated in this paragraph shail be per- 
mitted to exercise the functions for which 
they are created or organized, in conformity 
with the applicable laws and regulations, if 
any, which are or may hereafter be enforced 
by the duly constituted authorities, upon 
the same terms as corporations and associa- 
tions ‘that are similarity organized or parti- 
cipated in by nationals, corporations and 
associations of any third country. With 
respect to the ownership of stock by na- 
tionals, corporations and associations of 
either High Contracting Party in corpora- 
tions and associations of the other High 
Contracting Party engaged in mining on 
public lands of such other High Contracting 
Party, neither High Contracting Party shall 
be obligated by the provisions of this para- 
graph to accord rights and privileges greater 
than those which its nationals, corporations 
and associations receive from the other High 
Contracting Party. 


2. The nationals, corporations and 
associations of either High Contracting Party 
shall enjoy, throughout the territories of 
the other High Contracting Party, and in 
conformity with the applicable laws and 
regulations, if any, which are or may here- 
after be enforced by the duly constituted 
authorities, the right to organize and parti- 
cipate in, including the right to control and 
manage, corporations and associations of 
such other High Contracting Party for 
engaging in commercial, manufacturing, 
processing, scientific, educational, religious 
and philanthropic activities; provided, how- 
ever, that neither High Contracting Party 
shall be obligated to accord within its terri- 
tories to the nationals, corporations and 
associations of the other High Contracting 
Party, treatment with respect to such organ- 
ization and participation, including the right 
to control and manage, as favourable as that 
which is or may hereafter be accorded to its 
own nationals, corporations and associations. 


3. Corporations and associations of 
either High Contracting Party organized and 
participated in, including those controlled 
and those managed, by nationals, corpora- 
tions and associations of the other High 
Contracting Party pursuant to the rights 
and privileges enumerated in the preceding 
paragraph shall be permitted to engage in 
and carry on such commercial, manufactur- 
ing, processing, scientific, educational, reli- 
gious and philanthropic activities within the 
territories of the High Contracting Party 
under the laws of which they are organized 
upon the same terms as corporations and 
associations of such High Contracting Party 
organized and participated in, including 
those controlled and those managed, by its 
own nationals, corporations and as associa- 
tions, in conformity with the applicable laws 
and regulations, if any, which are or may 
hereafter be enforced by the duly constituted 
authorities. 


ARTICLE V 


Should either High Contracting Party 
hereafter accord rights in respect of explora- 
tion for and exploitation of mineral resources 
in its territories to nationals, corporations 
or associations of any third country, such 
rights shall be accorded to nationals, cor- 
porations or associations of the other High 
Contracting Party, in conformity with the 
applicable laws and regulations, if any, 
which are or may hereafter be enforced by 
the duly constituted authorities. 


ARTICLE VI 


I. Throughout the whole extent of the 
territories of ¢ach High Contracting Party 
the nationals of the other High Contracting 
Party shall receive the most constant pro- 
tection and security for their persons and 
property, and shall enjoy in this respect the 
full projection and security required by 
international law. To these ends, persons 
accused of crime shall be brought to trial 
promptly, and shall enjoy all the rights and 
privileges which are or may hereafter be 
accorded by the laws and regulations en- 
forced by the duly constituted authorities; 
and nationals of either High Contracting 
Party, while within the custody of the 
authorities of the other High Contracting 
Party, shall receive reasonable and humane 
treatment. In so far as the term ‘‘nationals’’ 
where used in this paragraph is applicable 
in relation to property it shall be construed 
to include corporations and associations. 


2. The property of nationals, corpora- 
tions and associations of either High Con- 
tracting Party shall not be taken within the 
territories of the other High Contracting 
Party without due process of law and 
without the prompt payment of just and 
effective compensation. The recipient of 
such compensation shall, in conformity with 
such applicable laws and regulations as are 
not inconsistent with paragraph 3 of Article 
XIX of this Treaty, be permitted without 
interference to withdraw the compensation 
by obtaining foreign exchange, in the cur- 
rency of the High Contracting Party of 
which such recipient is a national, corpora- 
tion or association, upon the most favour- 
able terms applicable to such currency at 
the time application therefor is filed, 
provided application is made within one 
year after receipt of the compensation to 
which it relates. The High Contracting 
Party allowing such withdrawal reserves the 
right, if it deems necessary, to allow such 
withdrawal in reasonable instalments over a 
period not to exceed three years. 


3. The nationals, corporations and 
associations of either High Contracting 
Party shall throughout the territories of the 
other High Contracting Party receive pro- 
tection and security with respect to the 
matters enumerated in paragraphs 1 and 2 
of this Article, upon compliance with the 
laws and regulations, if any, which are or 
may hereafter be enforced by the duly 
constituted authorities, no less than the 
protection and security which is or may 
hereafter be accorded to the nationals, 
corporations and associations of such other 
High Contracting Party, and no less than 
that which is or may hereafter be accorded 
to the nationals, corporations and associa- 
tions of any third country. 


4. The nationals, corporations and 
associations of either High Contracting 
Party shall enjoy freedom of access to the 
courts of justice and to administrative 
tribunals and agencies in the territories of 
the other High Contracting Party, in all 
degrees of jurisdiction established by law, 
both in pursuit and in defense of their 
tights; shall be at liberty to choose and 
employ lawyers, interpreters and representa- 


tives in the prosecution and defense of their 
rights before such courts, tribunals and 
agencies; and shall be permitted to exercise 
all these rights and privileges, in conformity 
with the applicable laws and regulations, if 
any, which are or may hereafter be enforced 
by the duly constituted authorities, on terms 
no less favourable than the terms which are 
or may hereafter be accorded to the na- 
tionals, corporations and associations of 
such other High Contracting Party and no 
less favourable than are or may hereafter 
be accorded to the nationals, corporations 
and associations of any third country. 
Moreover, corporations and associations of 
either High Contracting Party which do not 
have a permanent establishment, branch or 
agency within the territories of the other 
High Contracting Party shall be permitted 
to exercise the rights and privileges accord- 
éd by the preceding sentence upon the 
filing, at any time prior to appearance before 
such courts, tribunals or agencies, of rea- 
sonable particulars required by the laws and 
regulations of such other High Contracting 
Party without any requirement of registra- 
tion of such other High Contracting Party 
without any requirement of registration or 
domestication. In the case of any con- 
troversy susceptible of settlement by arbitra- 
tion, which involves nationals, corporations 
or’ associations of both High Contracting 
Parties and is covered by a written agree- 
ment for arbitration, such agreement shall 
be accorded full faith and eredit by the 
courts within the teritories of each High 
Contracting Party, and the award or 


decision of the arbitrators shall be accord- 


ed full faith and credit by the courts 
within the territories of the High Contract- 
ing Party in which it was rendered, provided 
the arbitration proceedings were conducted 
in good faith and in conformity with the 
agreement for arbitration. 


ARTICLE VII 


The dwellings, warehouses, factories, 
shops, and other places of business, and all 
premises thereto appertaining, of the na- 
tionals, corporations and associations of 
either High Contracting Party, located in 
the territories of the other High Contracting 
Party, shall not be subject to unlawful 
entry or molestation. There shall not be 
made any visit to, or any search of, any 
such dwellings, buildings or premises, nor 
shall any books, papers or accounts therein 
be examined or inspected, except under 
conditions and in conformity with pro- 
cedures no less favourable than the 
conditions and procedures prescribed for 
nationals, corporations and associations of 
such other High Contracting Party under 
laws and regulations enforced by the duly 
constituted authorities within the territories 
thereof. In no case shall the nationals, 
corporations or associations of either High 
Contracting Party in the territories of the 
other High Contracting Party be treated 
less favourably with respect to the foregoing 
matters than the nationals, corporations or 
associations of any third country. Any 
visit, search, examination or inspection 
which may be permissible under the excep- 
tion stated in this Article shall be made with 
due regard for, and in such a way as to 
cause the least possible interference with, 
the occupants of such dwellings, buildings 
or premises or the ordinary conduct of any 
business or other enterprise, 


ARTICLE VIII 


I. The nationals, corporations and 
associations of either High Contracting 
Party shall be permitted to acquire, hold 
and dispose of real and other immovable 
property throughout the territories of the 
other High Contracting Party subject to the 
conditions and requirements as prescribed 
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by the laws and regulations of such other 
High Contracting Party, and, subject to the 
provisions of the succeeding sentence, the 
treatment accorded to such nationals, cor- 
porations and associations shall not be less 
favourable than that accorded to nationals, 
corporations and associations of any third 
country. In the case of any state, territory 
or possession of the United States of 
America which does not now or does not 
hereafter permit the nationals, corporations 
and associations of the Republic of China to 
acquire, hold or dispose of real and other 
immovable property upon the same terms as 
nationals, corporations and associations of 
the United States of America, the provisions 
of the preceding sentence shall not apply. 
In that case, the Republic of China shall 
not be obligated to accord to nationals of 
the United States of America domiciled in, 
and to corporations and associations of the 
United States of America created or organ- 
ized under the laws of, such state, territory 
or possession treatment more favourable 
than the treatment. which is or may here- 
after be accorded within such state, territory 
‘or possession to nationals, corporations and 
associations of the Republic of China. 


2. If a national, corporation or asso- 
ciation of either High Contracting Party, 
whether or not resident and whehter or not 
engaged in business or other activities within 
the territories of the other High Contracting 
Party, is on account of alienage prevented 
by the applicable laws and regulations within 
such territories from succeeding as devisee 
or as heir in the case of a national, to 
real or other immovable property situated 
therein, or to interests in such property, 
then such national, corporation or associa- 
tion shall be allowed a term of three years 
in which to sell such property or. interests, 
this term to be reasonably prolonged if 
circumstances render it necessary. The 
transmission or receipt of such property shall 
be exempt from the payment of any estate, 
succession, probate or administrative taxes 
or charges other or higher than those now 
or hereafter imposed in like cases upon the 
nationals, corporations or associations of the 
High Contracting Party in whose territory 
the property is or the interests therein are 
situated. Moreover, such devisee or heir 
shall, in conformity with such applicable 
laws and regulations as are not inconsistent 
with paragraph 3 of Article XIX, be per- 
mitted without interference to withdraw the 
proceeds of the sale of such property, by 
obtaining foreign exchange, in the currency 
of the High Contracting Party of which the 
devisee is a national, corporation or associa- 
tion, or of which the heir is a national, 
during a period not in excess of three years 
after application therefor, upon the most 
favourable terms applicable to such currency 
at the time application for the withdrawal 
of such proceeds is filed, provided such 
application is made within one year after 
receipt of the proceeds of sale to which it 
relates. 


3. Nothing in paragraphs r and 2 of 
this Article shall modify or supersede 
Article IV of the Treaty of January 11, 
1943, between the United States of America 
and the Republic of China for the Relin- 
quishment of Extraterritorial Rights in 
China and the Regulation of Related 
Matters or the paragraph relating to that 
Article in the exchange of notes accom- 
panying that Treaty. 


4. The nationals of either High Con- 
tracting Party shall have full power to 
dispose of personal property of every kind 
anywhere within the territories of the other 
High Contracting Party, by testament, 
donation or otherwise and their heirs, 
legatees or donees, being persons of what- 
ever nationality or corporations or associa- 
tions wherever created or organized, whe- 


ther resident or non-resident and whether or 
not engaged in business within the territories 
of the High Contracting Party where such 
property is situated, shall succeed to such 
property, and shall be permitted to take 
possession thereof, either by themselves or 
by others acting for them, and to retain or 
dispose of it at their pleasure, exempt from 
any restrictions, taxes or charges other or 
higher than those to which the heirs, legatees 
or donees of nationals of such other High 
Contracting Party are or may hereafter be 
subject in like cases. The nationals, cor- 
porations and associations of either High 
Contracting Party shall be permitted to 
succeed, as heirs, legatees and donees, to 
personal property of every kind within the 
territories of the other High Contracting 
Party or mG nationals at any third country, 
and shall be permitted to take possession 
thereof, either by themselves or by others 
acting for them, and to retain or dispose of 
it as their pleasure, exempt from any res- 
trictions, taxes or charges other or higher 
than those to which the nationals, corpora- 
tions and associations of such other High 
Contracting Party are or may hereafter be 
subject in like cases. Nothing in this 
paragraph shall be construed to affect the 
laws and regulations of either High Con- 
tracting Party prohibiting or restricting the 
direct or indirect ownership by aliens or 
foreign corporations and associations of the 
shares in, or instruments of indebtedness of, 
corporations and associations of such High 
Contracting Party carrying on particular 
types of activities. 


5. The nationals, corporations and 
associations of either High Contracting 
Party shall, subject to the exception in 
paragraph 2 of Article X, receive treatment, 
in respect of all matters which relate to the 
acquisition, holding, leasing, possession or 
disposition of personal property, no less 
favourable than the treatment which is or 
may hereafter be received by nationals, 
corporations and associations of any third 
country. 


ARTICLE IX 


The nationals, corporations and asso- 
ciations of either High Contracting Partiy 
shall be accorded within the territory of the 
other High Contracting Party effective pro- 
tection in the exclusive use of inventions, 
trademarks and trade names, upon com- 
pliance with the applicable laws and 
regulations, if any, respecting registration 
and other formalities which are or may 
hereafter be enforced by the duly constituted 
authorities; unauthorized manufacture, use 
or sale of such inventions, or imitation or 
falsification of such trademarks and trade 
names, shall be prohibited, and effective 
remedy therefor shall be provided »y civil 
action. The nationals, corporations and 
associations of either High Contracting Party 
shall be accorded throughout the territory 
of the other High Centracting Party 
effective protection in the enjoyment of 
rights with respect to their literary and 
artistic works, upon compliance with the 
applicable laws aud regulations, if any, 
respecting registration and other formalities 
which are or may hereafter be enforced by 
tne duly constituted authorities; unauthor- 
ized reproduction, sale, diffusion or use of 
such literary and artistic works shall be 
prohibited, and effective remedy therefor 
shall be provided by civil action. In any 
case, the nationals, corporations and asso- 
ciations of either High Contracting Party 
shall enjoy, throughout the territories of the 
other High Contracting Party, all rights and 
privileges of whatever nature in regard to 
copyrights, patents, trademarks, trade 
names, and other literary, artistic and in- 
dustrial property, upon compliance with the 
applicable laws and regulations, if any, 
respecting registration and other formalities 


which are or may hereafter be enforced by 
the duly constituted authorities, upon terms 
no less favourable than are or may hereafter 
be accorded to the nationals, corporations 
and associations of such other High Con- 
tracting Party, and, in regard to patents, 
trademarks, trade names and other indus- 
trial property, upon terms no less favourable 
than are or may hereafter be accorded to 
the nationals, corporations and associations 
of any third country. 


ARTICLE X 


1. The nationals of either High Con- 
tracting Party residing within the territories 
of the other High Contracting Party, and 
the nationals, corporations and associations 
of either High Contracting Party engaged 
in business or in scientific, educational, 
religious or philanthropic activities within 
the territories of the other High Contracting 
Party, shall not be subject to the payment 
of any internal taxes, fees or charges other 
or higher than those which are or may 
hereafter be imposed. by laws and regulations 
enforced by the duly cunstituted authorities 
upon the nationals, corporations and asso- 
ciations of such other High Contracting 
Party. Moreover, in the case of corpora- 
tions and associations specified in the pre- 
ceding sentence, such. axes, fees or charges 
shall no be imposed upon or measured by 
any income, property, capital or other 
criterion of measurement in excess of that 
reasonably allocable or apportionable to the 
territories of such other High Contracting 
Party. 


2. The nationals, corporations and 
associations of either High Contracting 
Party shall not be subject to the payment 
of any internal taxes, fees or charges im- 
posed by laws and regulations enforced by 
the duly constituted authorities within the 
territories of the other High Contracting 
Party other or higher than those which aré 
or may hereafter be imposed upon the 
nationals, residents, corporations and asso- 
ciations of any third countr;, except that 
the foregoing provisions of this paragraph 
shall not apply to any advantage in respect 
of internal taxes, fees or charges which is 
or may hereafter be granted to the nationals, 
residents, corporations or associations of any 
third country, either (a) pursuant to legisla- 
tion extending the same advantage to all 
countries, or to the nationals, residents, 
corporations or associations thereof, on the 
basis of reciprocity, or (b) in a treaty or 
other agreement concluded with such third 
country for the avoidance of double taxa- 
tion or the mutual protection of revenue. 


ARTICLE XI 


Commercial travellers _ representing 
manufacturers, merchants and traders domi- 
ciled in the territories of either High Con- 
tracting Party shall, on their entry into and 
sojourn in the territories of the other High 
Contracting Party and on their departure 
therefrom, be accorded treatment no less 
favourable than the treatment which is or 
may hereafter be accorded to commercia] 
travellers of any third country in respect of 
customs and other privileges and, subject to 
the exception in paragraph 2 of Article X, 
in respest of all taxes and charges of what- 
ever denomination applicable to them or to 
their samples. 


ARTICLE XII 


I. The nationals of either High Con- 
tracting Party shall, throughout the terri- 
tories of the other High Contracting Party, 
be permitted to exercise liberty of conscience 
and freedom of worship and to establish 
schools for the education of their children, 
and they may, whether individually, col- 
lectively or in religious or educational 
corporations or associations, and without 
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annoyance or molestation of any kind by 
reason of their religious belief or otherwise, 
conduct religious services and give religious 
or other instruction, either within their own 
houses or within any other appropriate 
buildings, provided that their religious and 
‘educational activities are not contrary to 
public morals and that their educational 
activities are conducted in conformity with 
the applicable laws and regulations, if any, 
which are or may hereafter be enforced by 
the duly constituted authorities. 


2. The nationals of either High Con- 
tracting Party shall be permitted within the 
territories of the other High Contracting 
Party to bury their dead according to their 
religious customs in suitable and convenient 
places which are or may hereafter be estab- 
lished and maintained for the purpose, sub- 
ject to the mortuary and sanitary laws and 
regulations, if any, which are or may here- 
after be enforced by the duly constituted 
authorities. 


3. Places of worship and cemeteries 
shall be held in respect and free from 
disturbance or profanation. 


ARTICLE XIII 


With respect to that form of protection 
granted within the territories of either High 
Contracting Party by the applicable laws 
establishing civil liability for bodily injuries 
or for death, and giving to relatives or heirs 
or dependents. of an injured person a right 
of action or a pecuniary compensation, such 
relatives or heirs or dependents of the in- 
jured person, himself a national of either 
High Contracting Party and injured within 
any of the territories of the other High 
Contracting Party, shall, regardless of their 
alienage or residence outside of the territory 
where the injury occurred, enjoy the same 
rights and privileges as are or may hereafter 
be granted under like conditions to nationals 
of such other High Contracting Party. 


ARTICLE XIV 


t. The nationals of each High Con- 
tracting Party shall be exempt’ from com- 
pulsory military or naval training or service 
under the jurisdiction of the other High 
Contracting Party, and shall also be exempt 
from all contributions in money or in kind 
imposed in lieu thereof. 


2. During any period of time when 
both of the High Contracting Parties are, 
through military or naval action in connec- 
tion with which there is general compulsory 
military or naval service, (a) enforcing 
measures against the same third country or 
countries in pursuance of obligations for the 
maintenance of . international peace and 
security, or (b) concurrently conducing 
hostilities against the same third country or 
countries, provisions of paragraph 1 of this 
Article shall not apply. However, in such 
an event the nationals of either High Con- 
tracting Party in the territory of the other 
High Contracting Party, who have not 
declared their intention to acquire the 
nationality of such other High Contracting 
Party, shall be exempt from military or 
naval service under the jurisdiction of such 
other High Contracting Party if within a 
reasonable time prior to their induction for 
such service they elect, in lieu of such ser- 
vice, to enter the military or naval service 
of the High Contracting Party of which 
they are nationals. In any such situation 
the High Contracting Parties will make the 
necessary arrangements for giving effect to 
the provisions of this paragraph. 


3. Nothing in this Article shall_be 
construed to affect the right of either High 
Contracting Party to debar from acquiring 
its citizenship any person who seeks and 
obtains exemption in accordance with the 


provisions of paragraph I or 2 of this Article. 
ARTICLE XV 


The High Contracting Parties reaffirm 
their adherence to a program of purposes 
and policies, open to participation by all 
other countries of like mind, designed to 
bring about an expansion of international 
trade on a broad basis, and directed to the 
elimination of all forms of discriminatory 
treatment and monopolistic restrictions in 
international commerce. 


ARTICLE XVI 


1. In all matters relating to (a) cus- 
toms duties and subsidiary charges of every 
kind imposed on imports or exports and the 
method of levying such duties and charges, 
(b). the rules, formalities, and charges im- 
posed in connection with the clearing of 
articles through the customs, and (c) the 
taxation, sale, distribution or use within the 
country of imported articles and of articles 
intended for exportation, each High Con- 
tracting Party shall accord to articles the 
growth, produce or manufacture of the other 
High Contracting Party, from whatever 
place arriving, or to articles destined for ex- 
poration to the territories ot such other High 
Contracting Party, by whatever route, treat- 
ment no less favourable than the treatment 
which is or may hereafter be accorded to like 
articles the growth, produce or manufacture 
of, or destined for, any third country. If 
the Government of either High Contracting 
Party requires documentary proof of origin 
of imported articles, the requirements im- 
posed therefor shall be reasonable and shall 
not be such as to constitute an unnecessary 
hindrance to indirect trade. 


2. With respect to the matters referred 
to in paragraph 1 of this Article, the na- 
tionals, corporations and associations, vessels 
and cargoes of either High Contracting 
Party shall be accorded, within the territories 
of the other High Contracting Party, treat- 
ment no less favourable than is or may 
hereafter be accorded to the nationals, cor- 
porations and associations, vessels and 
cargoes of any third country. In all matters 
reyating to (a) customs duties and subsidiary 
charges of every kind imposed on imports or 
exports and the method of levying such 
duties and charges, (b) the rules, formalities, 
and charges imposed in connection with the 
clearing of articles through the customs, and 
(c) taxation within the country of imported 
articles and of articles intended for exporta- 
tion, the nationals, corporations and asso- 
ciations of either High Contracting Party 


shall be accorded, within the territories of: 


the other High Contracting Party, treatment 
no less favourable than the treatment which 
is or may hereafter be accorded to the 
nationals, corporations and associations of 
such other High Contracting Party. 


3. No prohibition or restriction of any 
kind shall be imposed by either High Con- 
tracting Party on the importation, sale, 
distribution or use of any artigle the growth, 
produce or manufacture of the other High 
Contracting Party, or on the exportation of 
any article destined for the territories of the 
other High Contracting Party, unless the 
importation, sale, distribution or use of the 
like article the growth, produce or manu- 
facture of all third countries, or the exporta- 
tion of the like article to all third countries, 
respectively, is similarly prohibited or 
restricted. 


4. If the Government of either High 
Contracting Party imposes any quantitative 
regulation on the importaion or exportation 
of any article, or on the sale, distribution 
or use of any imported article, it shall as 
a customary practice give public notice of 
the total quantity or value of such article 


permitted to be imported, exported, sold, 
distributed or used during a specified period, 
and of any change in such quantity or 
value. Furthermore, if either High Con- 
tracting Party allots a share of such total 
quantity or value to any third country, it 
shall allot to the other High Contracting 
Party, with respect to any article in which 
the latter has an important interest, unless 
it is mutually agreed to dispense with such 
an allotment, a share based upon the pro- 
portion of the total quantity or value sup- 
plied by, or in the case of exports a share 
based upon the proportion exported to, the 
territories of such other High Contracting 
Party during a representative period, account 
being taken in so far as practicable of any 
special factors which may have affected or 
may be affecting the trade in that article. 
The provisions of this paragraph relating to 
imported articles shall also apply in respect 
of limitations upon the quantity or value of 
any article permitted to be imported free 
of duty or tax, or at a specified rate of duty 
or tax. 


ARTICLE XVII 


I, Laws, regulations of administrative 
authorities and decisions of administrative 
or judicial authorities of each High Con- 
tracting Party pertaining to the classification 
of articles for customs purposes or to rates 
of duty shall be published promptly in such 
a manner as to enable traders to become 
acquainted with them. Such laws, regula- 
tions and decisions shall be applied uniform- 
ly at all ports of the respective High Con- 
tracting Parties except as is or may hereafter 
be otherwise specifically provided for in 
statutes of either High Contracting Party 
with respect to the importation of articles 
into its insular territories and possessions. 


z. No administrative ruling by the - 
Government of either High Contracting 
Party effecting advances in rates of duties 
or charges applicable under an established 
and uniform practice to imports originating 
in the territories of the other High Contract- 
ing Party, or imposing any new requirement 
with respect to such importations, shall as a 
general rule be applied to articles the 
growth, produce or manufacture of the other 
High Contracting Party already en route at 
the time of publication thereof in accordance 
with paragraph 1; provided that, if either 
High Contracting Party customarily exempts 
from such new or increased obligations, 
articles entered for consumption or with- 
drawn from warehouse for consumption dur- 
ing a period of thirty days after the date of 
such publication, such practice shall be con- 
sidered full compliance with this paragraph. 
The provisions of this paragraph shall not 
apply to administrative orders imposing 
antidumping duties, or relating to regula- 
tions for the protection of human, animal 
or plant life or health, or relating to public 
safety, or giving effect to judicial decisions. 


3. Each High Contracting Party shall 
provide some procedure, administrative, 
judicial or otherwise, under which the na- 
tionals, corporations and associations of the 
other High Contracting Party, and importers 
of articles the growth, produce or manufac- 
ture of such other High Contracting Party, 
shall be permitted to appeal against fines 
and penalties imposed upon them by the 
customs authorities, confiscations by such 
authorities and ruling of such authorities on 
questions of customs classification and of 
valuation of articles for customs purposes. 
Greater than nominal penalties shall not be 
imposed by either High Contracting Party 
in connection with any importation by the 
nationals, corporaticns or associations of the 
other High Contracting Party, or in con- 
nection with the importation of articles the 
growth, produce or manufacture of such 
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other High Contracting Party, because of 
errors in documentation which are obviously 
clerical in origin dr with regard to which 
good faith can be established. 


4. The Government of each High 
Contracting Party will accord sympathetic 
consideration to such representations as the 
Government of the other High Constracting 
Party may make with respect to the opera- 
tion or administration of import or export 
prohibitions or restrictions, quantitative 
regulations, customs regulations or formali- 
ties, or sanitary laws or regulations for the 
protection of human, animal or plant life or 
health. 


ARTICLE XVIII 


1. Articles the growth, produce or 
manufacture of either High Contracting 
Party, imported into the territories of the 
other High Constracting Party, shall be 
accorded treatment with respect to all mat- 
ters affecting internal taxation no less favour- 
able than the treatment which is or may 
hereafter be accorded to like articles the 
growth, produce or manufacture of such 
other High Contracting Party. 


2. Articles grown, produced or manu- 
factured within the territories of either High 
Contracting Party in whole or in part by 
nationals, corporations and associations of 
the other High Contracting Party, or by 
corporations and associations organized or 
participated in by such nationals, corpora- 
tions and associations, shall be accorded 
within such territories treatment with respect 
to all matters affecting internal taxation, or 
exportation from such territories, no less 
favourable than the treatment which is or 
may hereafter be accorded to like articles 
growth, produced or manufactured therein 
in’ whole or in part by nationals, corpora- 
tions and. associations of the High Contract- 
ing Party within the territories of which the 
articles are grown, produced or manufac- 
tured, or by corporations and associations 
organized or participated in by such na- 
tionals, corporations and associations. The 
articles specified in the preceding sentence 
shall not in any case receive treatment less 
favourable than the treatment whichis or 
may hereafter be accorded to like articles 
grown, produced or manufactured in whole 
or in part by nationals, corporations and 
associations of any third country, or by 
corporations and associations organized or 
participated in by such nationals, corpora- 
tions and associations. 


ARTICLE XIX 


1. If the Government of either High 
Contracting Party establishes or maintains 
any form of control of the means of inter- 
national payment or of international finan- 
cial transactions, it shall accord fair and 
equitable treatment to the nationals, cor- 
porations and associations and commerce of 
the other High Contracting Party with re- 
spect to all aspects of such control. 


2. The Government establishing or 
maintaining such control shall impose no 
prohibition, restriction or delay on the trans- 
fer of payment for any article the growth, 
produce or manufacture of the other High 
Contracting Party which is not imposed on 
the transfer of payment for the like article 
the growth, produce or manufacture of any 
third country. With respect to the rates of 
exchange and with respect to taxes or 
charges on exchange transactions, articles 
the growth, produce or manufacture of the 
other High Contracting Party shall be ac- 
corded treatment no less favourable than 
the treatment which is or may hereafter be 
accorded to like articles the growth, produce 
or manufacture of any third country. The 
provisions of this paragraph shall also ex- 
tend to the application of such control to 


payments necessary for or incidental to the 
importation of articles the growth, produce 
or manufacture of the other High Contract- 
ing Party. In general, any such control 
shall be administered so as not to influence 
to the disadvantage of the other High Con- 
tracting Party the competitive relationships 
between articles the growth, produce or 
manufacture of such other High Contracting 
Party and like articles the growth, produce 
or manufacture of any third country. 


3. In all that relates to the transfer of 
profits, dividends, interest, payments for 
imported articles, and of other funds, to 
loans and to any other international financial 
transactions, either between the territories 
of the two High Contracting Parties or be- 
tween the territories of the High Contracting 
Party the Government of which establishes 
or maintains the control referred to in 
paragraph 1 of this Article and the territories 
of any third country, the Government 
establishing or maintaining the control shall 
accord to the nationals, corporations and 
associations of the other High Contracting 
Party treatment no less favourable than the 
treatment which is or may hereafter be ac- 
corded to its own nationals, corporations 
and associations, and no less favourable 
than the treatment which is or may here- 
after be accorded to the nationals, corpora- 
tions and associations of any third country 
which make or receive like transfers and 
loans, and which are parties to like trans- 
actions, between the territories of the same 
two countries. Moreover, the Government 
establishing or maintaining such control shall 
accord to the nationals, corporations and 
associations of the other High Contracting 
Party, in all that relates to any such trans- 
fers, loans and other transactions between 
the territories of the two High Contracting 
Parties, treatment no less favourable than 
the treatment which is or may hereafter be 
accorded to the nationals, corporations and 
associations of any third country which 
make or receive like transfers and loans, 
and which are parties to like’ transactions, 
between the territories of the High Con- 
tracting Party the Government of which 
establishes or maintains the control and the 
territories of such third country. The treat- 
ment accorded by this paragraph shall apply 
to the rates of exchange and to any pro- 
hibition, restriction, delay, tax or other 
charge on the transfers, loans and other 
transactions covered by this paragraph; and 
such treatment shall apply whether the 
transfers, loans and other transactions take 
place directly or through an intermediary or. 
intermediaries in a country or countries not 
parties to this Treaty. In general, any such 
control shall be administered so as not to 
influence to the disadvantage of the other 
High Contracting Party the competitive 
relatiqnships between the nationals, corpora- 
tions and associations of such other High 
Contracting Party and the nationals, cor- 
porations and associations of any third 


country. 
ARTICLE XX 


1. If the Government of either High 
Contracting Party establishes or maintains a 
monopoly or public agency for the importa- 
tion, exportation, purchase, sale, distribu- 
tion or production of any article, or grants 
exclusive privileges to any agency to import, 
export, purchase, sell, distribute or produce 
any article, such monopoly or agency shall 
accord to the commerce of the other High 
Contarcting Party fair and equitable treat- 
ment in respect of its purchases of articles 
the growth, produce or manufacture of 
foreign countries and its sales of articles 
destined for foreign countries. To this end 
the monopoly or agency shall, in making 
such purchases or sales of any article, be 
iriffluenced solely by considerations; such as 


price, quality, marketability, transportation 
and terms of purchase or sale, which would 
ordinarily be taken into account by a private 
commercial enterprise interested solely in 
purchasing or. selling such article on the 
most favourable terms. If the Government 
of either High Contracting Party establishes 
or maintains a monopoly or agency for the 
sale of any service or grants exclusive pri- 
vileges to any agency to sell any’ service, 
such monopoly or agency shall accord fair 
and equitable treatment to the other High 
Contracting Party and to the nationals, 
corporations, associations and commerce 
thereof in respect of transactions involving 
such services as compared with the treatment 
which is or may hereafter be accorded to 
any third country and to the nationals, 


corporations, associations and commerce 
thereof. 
2. The Government of each High 


Contracting Party, in the awarding of con- 
cessions and other contracts, and in the 
purchasing of supplies, shall accord fair and 
equitable treatment to the nationals, cor- 
porations and associations and to the com- 
merce of the other High Contracting Party 
as compared with the treatment which is or 
may hereafter be accorded to the nationals, 
corporations and associations and to the 
commerce of any third country. 


ARTICLE XXI 


1. Between the territories of the High 
Contracting Parties there shall be freedom of 
commerce and navigation. 


2. Vessels under the flag of either 
High Contracting Party, and carrying the 
papers required by its national law in 
proof of nationality, shall be deemed to be 
vessels of that High Contracting Party both 
within the ports, places and waters of the 
other High Contracting Party and on the 
high seas. As used in this Treaty, ‘‘vessels’’ 
shall be construed to include all vessels of 
either Hign Contracting Party whether pri- 
vately owned or operated or publicly owned 
or operated. However, the provisions of this 
Treaty other than this paragraph and 
paragraph 5,of Article XXII shall not be 
construed to accord rights to vessels of war 
or fishing vessels of the other High Con- 
tracting Party; nor shall they be contrued to 
extend to the nationals, corporations and 
associations, vessels and cargoes of, or to 
articles the growth, produce or manufacture 
of, such other High Contracting Party any 
special privileges restricted to national 
fisheries or to the products thereof. 


3. The vessels of either High Con- 
tracting Party shall have liberty, equally 
with the vessels of any third country, to 
come with their cargoes to all ports, places 
and waters of the other High Contracting 
Party which are or may hereafter be open 
to foreign commerce and navigation. 


ARTICLE XXII 


I. The vessels and cargoes of either 
High Contracting Party shall, within the 
ports, places and waters of the other High, 
Contracting Party, in all respects be accord- 
ed treatment no less favourable than the 
treatment accorded to the vessels and car- 
goes of such other High Contracting Party, 
irrespective of the port of departure or the 
port of destination of the vessel, and irres- 
pective of the origin or the destination of 
the cargo. 


2. No duties of tonnage, harbour, 
pilotage, lighthouse, quarantine, or other 
similar or corresponding duties or charges, 
of whatever kind or denomination, levied in 
the name or for the profit of the govern- 
ment, public functionaries, private indivi- 
duals, corporations or establishments of any 
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kind, shall be imposed in the ports, places 
and waters of either High Contracting Party 
upon the vessels of the other High Contract- 
ing Party, which shall not equally and under 
the same conditions be imposed, upon na- 
tional vessels. 


3. No charges upon passengers, pas- 
senger fares or tickets, freight moneys paid 
to be paid, bills of lading, contracts of 
insurance or re-insurance, no conditions 
relating to the employment of ship brokers, 
of whatever nationality, and no other 
charges or conditions of any kind, shall be 
imposed in a way tending to accord any 
advantage to vessels of either High Con- 
tracting Party as compared with the vessels 
of the other High Contracting Party. 


4. Within the ports, places and waters 
of each High Contracting Party which are 
or may hereafter be open to foreign com- 
merce and navigation, competent pilots shall 
be made available to take the vessels of the 
other High Contracting Party into and out 
of such ports, places and waters. 


5. Ifa vessel of either High Contract- 
ing Party shall be forced by stress of 
weather or by reason of any other distress 
to take refuge in any of the ports, places 
or waters of the other High Contracting 
Party not open to foreign commerce and 
navigation, it shall receive friendly treatment 
and assistance and such supplies and 
materials for repair as may be necessary 
and available. This paragraph shall apply 
to vessels of war and fishing vessels, as weil 
as to vessels as defined in paragraph 2 of 
Article XXI. 


6. In no case shall the treatment 
accorded to the vessels and cargoes of either 
High Contracting Party with respect to the 
matters referred to in this Article be less 
favourable than the treatment which is or 
may hereafter be accorded to the vessels and 
cargoes of any third country. 


ARTICLE XXIII 


t. It shall be permissible, in the ves- 
sels of either High Contracting Party, to 
import into the territories of the,other High 
Contracting Party, or to export therefrom, 
all articles which it is or may hereafter be 
permissible to import into such territories, 
or to export therefrom, in the vessels of 
such other High Contracting Party, without 
being liable to any other or higher duties or 
charges whatsoever than if such articles 
were imported or exported in vessels of 
such other High Contracting Party. 


2. Bounties, drawbacks and other pri- 
vileges of this nature of whatever kind or 
denomination which are or may hereafter be 
allowed, in the territories of either High 
Contracting Party, on articles imported or 
exported in national vessels shall also and 
in like manner be allowed or articles im- 
ported or exported in vessels of the other 
High Contracting Party. 


ARTICLE XXIV 


1. Vessels of either High Contracting 
Party shall be permitted to discharge 
portions of cargoes at any ports, places or 
waters of the other High Contracting Party 
which are or may hereafter be open to for- 
eign commerce and navigation, and to 
proceed with the remaining portions of such 
cargoes to any other such ports, places or 
waters, without paying other or high ton- 
nage dues or port charges in such cases than 
would be paid by national vessels in like 
circumstances, and they shall be permitted 
to load in like manner, in the same voyage 
outward, at the various ports, places and 
waters which are or may hereafter be open 
to foreign commerce and navigation. The 
vessels and cargoes of either High Contract- 


ing Party shall be accorded, with respect to 
the matters referred to in this paragraph, 
treatment in the ports, places and waters of 
the other High Contracting Party no less 
favourable than the treatment which is or 
may hereafter be accorded to the vessels 
and cargoes of any third country. 


2. Should either High Contracting 
Party accord the rights of inland navigation 
or coasting trade to vessels of any third 
country such rights would similarly be ac- 
corded to the vessels of the other High 
Contracting Party. The coasting trade and 
inland navigation of each High Contracting 
Party are excepted from the requirement of 
national treatment and are to be regulated 
according to the laws of each High Con- 
tracting Party in relation thereto. It is 
agreed, however, that vessels of either High 
Contracting Party shall enjoy within the 
territory of the other High Contracting 
Party with respect to the coasting trade and 
inland navigation treatment as favourable 
as the treatment accorded to the vessels of 
any third country. Trade between either 
High Contracting Party and its insular terri- 
tories or possessions shall be considered 
coasting trade within the meaning of this 
paragraph. 


ARTICLE XXV 


There shall be freedom of transit 
through the territories of each High Con- 
tracting Party by the routes most convenient 
for international transit (a) for persons, 
whether or not they are nationals of the 
other High Contracting Party, together with 
their baggage, directly or indirectly coming 
from or going to the territories of such other 
High Contracting Party, (b) for persons 
who are nationals of the other High Con- 
tracting Party, together with their baggage, 
regardless of whether they are coming from 
or going to the territories of such other High 
Contracting Party, and (c) for articles 
directly or ery, coming from or going 
to the territories of such other High Con- 
tracting Party. Such persons, baggage and 
articles in transit shall not be subject to any 
transit duty, to any unnecessary delays or 
restrictions, or to any discrimination in 
respect of charges, facilities or any other 
matter; and all charges and regulations 
prescribed in réspect of such persons, bag- 
gage or articles shall be reasonable, having 
regard to the conditions of the traffic. 
Except as may hereafter be agreed by the 
High Contracting Parties with respect to 
non-stop flight by aircraft, the Government 
of, either High Contracting Party may re- 
quire that such baggage and articles be 
entered at the proper customhouse and that 
they be kept in customs custody whether or 
not under bond; but such baggage and 
articles shall be exempt from all customs 
duties or similar charges if such requiire- 
ments for entry and retention in customs 
custody are complied with and if they are 
exported within one year and satisfactory 
evidence of such exportation is presented to 
the customs authorities. Such nationals, 
baggage, persons and articles shall be ac- 
corded treatment with respect to all charges, 
rules and formalities in connection with 
transit no less favourable than the treatment 
accorded to the nationals of any third coun- 
try, together with their baggage, or to 
persons and articles coming from or going 
to the territories of any third country. 


ARTICLE XXVI 
t. Nothing in this Treaty shall be 


construed to prevent the adoption or 
enforcement of measures: 
(a) relating to the importation or 


exportation of gold or silver; 


relating to the traffic in arms, 
ammunition and implements of war, 


(b) 
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and, in exceptional circumstances, 
all other military supplies; 


relating to the’ exportation of 
national treasures of historical 
archaeological or artistic value; 


necessary in pursuance of obliga- 
tions for the maintenance of inter- 
national peace and security, or for 
the protection of the essential 
interests of the country in time of 
national emergency or 

imposing exchange restrictions in 
conformity with the Articles of 
Agreement of the International 
Monetary Fund, signed Decem- 
ber 27, 1945, so long as_ the 
High Contracting Party impos- 
ing the restrictions is a -member 
of the Fund, provided that neither 
High Contracting Party shall utilize 
its privileges under section 3 of 
Article VI or section 2 of Article 
XIV of such Agreement in such a 
manner as to impair any of the 
provisions of this Treaty. 


(c) 


(e) 


2. Subject to the requirement that, un- 
der like circumstances and conditions, there 
shall be no arbitrary discrimination by either 
High Contracting Party against the other 
High Contracting Party or against the 
nationals, corporations, associations, vessels 
or commerce thereof, in favour of any third 
country or the nationals, corporations, asso- 
ciations, vessels or commerce thereof, the 
provisions of this Treaty shall not extend to 
prohibitions or restrictions: 


(a) imposed on moral or humanitarian 
grounds; 
(b) designed to protect human, animal, 
or plant life or health; 
(c) relating to prison-made goods; or 
(d) relating to the enforcement of. 
police or revenue laws. 
. The provisions of this Treaty ac- 
cording treatment no less favourable than 


the treatment accorded to any third country 
shal! not apply to: 


(a) advantages which are or may here- 
after be accorded to adjacent coun- 
tries in order to facilitate frontier 
traffic; 

advantages accorded by virtue of a 
customs union of which either High 
Contracting Party may, after con- 
sultation with the Government of 
the other High Contracting Party, 
become a member so long as 
such advantages are not extended 
to any country which is not a 
member of such customs union; or 
advantages accorded to third coun- 
tries pursuant to a multilateral 
convention of general applicability 
including a trade area of substantial 
size, having as its objective the 
liberalization and promotion of in- 
ternational trade or other inter- 
national economic intercourse, and 
open to adoption by all the United 
Nations. 


4. The stipulations of this Treaty do. 
not extend to advantages now accorded or 
which may hereafter he accorded by the 
United States of America, its territories or 
possessions or the Panama Canal Zone to 
one another, to the Republic of Cuba, or 
to the Republic of the Philippines. The 
provisions of this paragraph shall continue 
to apply in respect of any advantages which 
are or may hereafter be accorded by the 
United States of America, its territories or 
possessions or the Panama Canal Zone to 
one another, irrespective of any change 
which may take place in the political status. 
of any of the territories or possessions of 
the United States of America. 


(b) 


(c) 
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5. The provisions of this Treaty shall 
not be construed to accord any rights or 
privileges to corporations and associations 
engaged in political activities or with respect 
to the organization of or participation in 
such corporations and associations. More- 
over, each High Contracting Party reserves 
the right to deny any of the rights and 
privileges accorded by this Treaty to any 
corporation or association created or organ- 
ized under the laws and regulations of the 
other High Contracting Party which is 
directly or indirectly owned or controlled, 
through majority stock ownership or other- 
wise, by nationals, corporations or associa- 
tions of any third country or countries. 


ARTICLE XXVII 


Subject to any limitation or exception 
provided in this Treaty or hereafter agreed 
upon between the Governments of the High 
Contracting Parties, the territories of the 
High Contracting Parties to which the pro- 
visions of this Treaty extend shall be 
understood to comprise all areas of land and 
water under the sovereignty or authority of 
either High Contracting Party, except the 
Panama Canal Zone. 


ARTICLE XXVIII 


Any dispute between the Governments 
of the two High Contracting Parties as to 
the interpretation or the application of this 
Treaty, which the High Contracting Parties 
cannot satisfactorily adjust by diplomacy, 
shall be submitted to the International 
Court of Justice unless the High Contract- 
ing Parties shall agree to settlement by some 
other pacific means. 


ARTICLE XXIX 


I. This Treaty shall, upon its entry 
into force, supersede provisions of the fol- 
lowing treaties between the United States of 
America and the Republic of China in so 
far as such provisions have not previously 
been terminated: 

(a) Treaty of Peace, Amity and Com- 

merce, signed at Wang Hea, July 
3, 1844; 


(b) Treaty of Peace, Amity and Com- 
merce, signed at Tjentsin, July 18, 
1858; 

{c) Treaty Establishing Trade Regula- 


tions and Tariff, signed at Shang- 
hai, November 8, 1858; 


Treaty of Trade, Consuls and 
Emigration, signed at Washington, 
July 28, 1868; 
Immigration Treaty, signed at 
Peking, November 17, 1880; 
Treaty as to Commercial Inter- 
course and Judicial Procedure, 
signed at Peking, November 17, 
1880; 
Treaty as to Commercial Relations, 
signed at Shanghai, October 8, 
1903; 
Treaty Establishing Rates of, Duty 
on Imports Into China, signed at 
Washington, October 20, 1920; and 
Treaty Regulating Tariff Relations, 
signed at Peking, July 25, 1928. 
z. Nothing in this Treaty shall be 
construed to limit or restrict in any way the 
rights, privileges and advantages accorded 
by the Treaty for the Relinquishment of 
Extraterritorial Rights in China and the 
Regulation of Related Matters and accom- 
panying exchange of notes between the 
United States of America and the Republic 
of China signed at Washington on January 
II, 1943. 
ARTICLE XXX 


1. This Treaty shall be ratified, and 
the ratifications thereof shall be exchanged 


at Nanking as soon as possible. 


2. This Treaty shall enter into force 
on the day of the exchange of ratifications, 
and shall continue in force for a period of 
five years from that day. 


3. Unless one year before the expira- 
tion of the aforesaid period of five years the 
Government of either High Contracting 
Party shall have given notice to the Govern- 
ment of the other High Contracting Party of 
intention to terminate this Treaty upon the 
expiration of the aforesaid period, the 
Treaty shall continue in force thereafter 
until one year from the date on which notice 
of intention to terminate it shall have been 
given by either High Contracting Party. 


IN WITNESS WHEREOF the respec- 
tive Plenipotentiaries have signed this Treaty 
and have affixed hereunto their seals. 


DONE in duplicate, in the English and 
Chinese languages, both equally authentic, 
at Nanking, this fourth day of November, 
one thousand nine hundred forty-six, corres- 
ponding to the fourth day of the eleventh 
month of the thirty-fifth year of the Republic 
of China. 


Minister for Foreign Affairs of the 
Republic of China 
(Sd.) WanG SHI-TSE 
(WanG SHIB-CHIEH) 
Wanc Hua-cHEN 
Ambassador Extraordinary and 
Plenipotentiary of the United 
States of America to the 
Republic of China 
J. Letcuton STUART 
RoBerT Lacy SMYTH 


PROTOCOL 


At the moment of signing this day the 
Treaty of Friendship, (Commerce and 
Navigation between the United States of 
America and the Republic of China, the 
undersigned Plenipotentiaries have agreed 
upon the present Protocol which shall have 
the same validity as if provisions were 
inserted in the text of the lreaty to which 
it refers: 


1. The provisions of Article II, para- 
graph 1, shall not be deemed to affect the 
right of either High Contracting Party to 
enforce statutes prescribing reasonable: re- 
quirements concerning the registration” of 
aliens within its territories, it being under- 
stood that identity cards which are now or 
may hereafter be required by ‘the : duly 
constituted authorities of such High Con- 
tracting Party shall be valid throughout the 
entire extent of the territories of that High 
Contracting Party, and that treatment 
atcorded to national of such other High 
Contracting Party with respect to such re- 
quirements shall not be less favourable than 
that accorded to nationals of any third 
country. 


2. (a) Without prejudice to rights given 
elsewhere in the Treaty, Article II, para- 
graph 2, refers only to rights and privileges 
to be enjoyed by nationals of either High 
Contracting Party as individuals, and shall 
not be construed to imply the right of such 
nationals to form corporations or associations 
on th esame terms as nationals of the other 
High Contracting Party. 


(b) The words ‘‘not forbidden by the 
laws and regulations enforced by the duly 
constituted authorities’, as used in Article 
II, paragraph 2, shall be construed to mean 
such prohibitory laws and regulations as are 
applicable alike to nationals of the country 
and to nationals of the other High Con- 
tracting Party. 


13 


3. Rights in respect of ‘‘exploration 
for and exploitation of’’ mineral resources 
as referred to in Article V shall be construed 
to mean the rights to conduct mining enter- 
prises and operations,+as distinct from the 
ownership by nationals, corporations or 
associations of one High Contracting Party 
of interests in corporations or associations 
of the other High Contracting Party which 
are or may be engaged in mining operations 
in the territory of such other High Contract- 
ing Party. 

4. The provisions of Article VIII, 
paragraph 1, shall not be construed to limit 
in any way rights or privileges accorded in 
other provisions of the Treaty with respect 
to real or other immovable property. 


5. (a) The word ‘‘unauthorized’’, as 
used in Article [X, shall be construed to 
mean unauthorized by the owner of the 
industrial, literary or artistic property in any 
given case. 

(b) The provision in the first sentence 
and in the second ‘sentence of Article IX, 
that ‘“‘effective remedy therefor shall be 
provided by civil. action’’ shall not be 
construed to preclude remedies by other than 
civil action if such remedies are provided for 
by laws and regulations which are or may 
hereafter be enforced by the duly constituted 
authorities. 


(c) So long as the laws and regula- 
tions of either High Contracting Party do 
not accord to its own nationals, corporations 
and associations protection against transla- 
tions, the previsions of the third sentence of 
Article IX shall not be construed to obligate 
that High Contracting Party to accord to 
nationals, corporations or associations, of 
the other High Constracting Party protec- 
tion against translations. 


6. Without prejudice to rights which 
are otherwise enjoyed or may hereafter be 
enjoyed, the word ‘‘grown” ‘as used in 
Article XVIII, paragraph 2, shall not be 
construed to confer any right upon nationals, 
corporations or associations of either High 
Contracting Party to engage in agriculture 
within the territories of the other High 
Contracting Party. 

7. The words “‘international tnancial 
transactions’’, as used in Article XIX para- 
graph 3, shall be construed to include 
importation or exportation of paper money 
and governmental securities, it.being under- 
stood that each High Contracting Party re- 
tains the right to adopt or enforce measures 
relating to such importation or exportation, 
provided the measurés do not discriminate 
against nationals, corporations and associa- 
tions of the other High Contracting Party 
in a manner contrary to the provisions of 
that paragrah. 

8. The concluding sentence of para- 
graph 1 of Article XX shall not be construed 
to apply to postal. services. 

. The words ‘‘gold or silver’’, as used 
in Article XXVI, paragraph 1, shall be 
construed to include bullion and coin. 

to. Advantages which are or may 
hereafter be accorded by the United States 
of America, its territories or possessions or 
the Panama Canal Zone to one another or 
to the Republic of Cuba or to the Republic 
of the Philippines as stipulated in Article 
XXVI, paragraph 4, whenever extended to 
any other country, shall similarly be 
extended to the Republic of China. 

Minister for Foreign Affairs of the 
Republic of China 
(Sd.) Wane SHI-TSE 
(WanG SHIH-CHIEH) 
Wanc HvuA-CHEN 
For the United States 
J. LeicHTON STUART 
RosBert Lacy SMYTH 
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